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FRENCH WAR BUDGETS FOR 1919-1920? 


Ir has sometimes been said in England, not without a certain 
bitterness, that the French taxpayer has come off very lightly 
during the war. I take from an English newspaper the following 
passage, which gives expression to the existing dissatisfaction on 
the subject, and which is worth quoting. It occurs in a letter 
signed “Income Tax-payer ” :— 

“The report of the Finance Committee of the Chamber of 
Deputies on the new Income Tax Bill shows that taxes have 
increased in Britain during the war from 95 franes per head to 
265 francs, whereas the increase in France is only from 90 to 
103 francs. 

“Are we financing France and paying income tax varying 
from 2s. 3d. on earned incomes to 5s. in the £ on unearned in 
order that the inhabitants of a rich country like France may con- 
tinue to enjoy the privilege of a low income tax at our expense, 
and in order to enable the Finance Committee of the French 
Chamber to brag about this clever performance?” 

In some respects this protest appears to be well founded. The 
new taxes introduced in France from the beginning of the war 
to the present time do not amount to more than 3,600 million 
francs. Moreover, these taxes were only introduced in the course 
of the last two years of the war. It was only in 1916 that the 
first taxes were voted, in the form of a super-tax on alcohol and 
a tax on war profits. And it was not until the beginning of 1917 
that the new taxation made its first public appearance in the 
modest guise of an increase in postal rates from 10 c. to 
15 c. and of a certain number of new stamp duties on receipts. 
Until that date the French Government had performed the feat 

? At the close of May, after this article had gone to press, M. Klotz brought 
forward some further proposals. 
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of carrying on the most expensive of all wars without requiring 
the French taxpayer to contribute a single penny. 

Not only have French taxpayers been liable to new taxation 
for a comparatively short time only, but, further, they have in 
many cases been relieved of the necessity of paying the old taxes. 
This applies at any rate to all such of them as were mobilised, 
since tax-collectors had in fact been instructed not to prosecute. 
At the same time, in virtue of the “Moratorium” proclaimed at 
the outbreak of war, mobilised rent-payers or their families were 
dispensed from paying house rent, farmers were excused from 
paying agricultural rent, and debtors from paying their debts. 
Again, in France, as for that matter in England and in Germany, 
the families of mobilised men received allowances which, at the 
outset, were fixed at 1 fr. 25 c. for a wife and 0.50 for each 
child; these allowances were gradually increased to 1 fr. 75 for 
a wife, 1 fr. 25 for each child and 1 fr. 50 for the third child and 
upwards, so that for a wife and three children they amounted to 
5 fr. 75 a day, or 40 fr. 25 a week—representing a total charge 
on the State of more than 2,500 million franes a year. If all 
this is taken into consideration, it will easily be understood that 
for many a working or peasant family, for all of these at any rate 
who have not had to mourn the death of a son, the Great War 
will have been a veritable Golden Age the memory of which will 
be handed down from generation to generation as of a fabulous 
time when neither taxes, nor rents, nor debts were paid, and the 
end of which was much to be regretted, however much one may 
seruple to pray for its return. 

This fiscal policy of the French Government was inspired—as 
M. Métin, the Under Secretary of State for Financial Affairs, 
somewhat candidly expressed it—by the desire “to maintain 
the magnificent enthusiasm of the people by enabling their 
families to endure, with a constancy that has never failed, the 
trials imposed upon them for the salvation of their country.” 
Clearly there is nothing very heroic about this method of main- 
taining the morale of the country, but it was successful; and it 
may indeed be doubted whether, without such pecuniary support, 
the population would have endured so long a period of war with 
the additional burden of high prices. ‘But this policy continually 
provoked criticism that was sometimes severe not only abroad, 
but also in France. 

The difference between the treatment of the taxpayer in 
France and in other countries will perhaps seem less flagrant and 
less unjustifiable if the following circumstances are considered :— 
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1. From the moment when war broke out France believed 
in a short war, lasting six months at the most. This mistakeri 
belief was encouraged by the expectations of the General Staff 
and by those of the most distinguished economists, of whom one 
of the most prominent was the late Paul Leroy-Beaulieu. Instead 
of being enlightened by the attitude of England, whose prepara- 
tions were made on the assumption that the war would last at 
least three years, the French public was carefully prevented from 
entertaining such an appalling prospect. I remember that when, 
at the beginning of the war, Lord Kitchener made a speech in 
which he contemplated a duration of three years, the sentence 
in question was cut out by the Censor and not published in the 
French newspapers. ‘This confident belief in a short war made 
it obviously unnecessary to impose fresh taxation. 

2. In France almost the whole adult male population was mobi- 
lised in the very first days of the war—3,784,000 men as early as 
August 15th, and more than five million men by February Ist, 
1915. In England, on the other hand, mobilisation only took 
place gradually. The disturbance occasioned in business and in 

_family life was consequently more sudden and more general in 
Hrance, and made it difficult to introduce new taxes. [ven the 
ald taxes could not be collected under such conditions. 

3. It was not easy to devise a new form of taxation. <A tax 
on food was out of the question, since its effect would have been 
to aggravate the already alarming rise in prices. As for direct 
taxes, France had no such marvellous fiscal instrument available 
as the English Income Tax, which can simply be raised as far 
as is necessary. It is true that at the moment when war broke 
out the tax on income had just been introduced in France. But 
this tax was not yet in working order, and had in any event only 
been introduced as a financial experiment which was not ex- 
pected to yield more than 60 million francs. The first effect of 
the war was to put this tax altogether out of gear. Later on, 
in 1917 and 1918, it was decided to increase to 10 per cent. and 
123 per cent. the original maximum rate of only 2 per cent. 
But even to-day the machinery of collection is very imperfect. 
It must be remembered that a great number of the officials 
employed in the Treasury had been mobilised, and it was con- 
sequently a matter of extreme difficulty to complete and to 
control the contribution schedules.! 

4. Last, and not least, it should not be forgotten that France, 

* As an example of the disorder in the Treasury Administration I may say 
that at the end of March, 1919, the taxpayers had not yet received the demand 


forms for income tax relating to incomes of 1917. 
K 2 
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unlike England, has been invaded since the beginning of the war. 
And although the extent of the occupied territory (at least since 
the withdrawal that followed the victory of the Marne) is only 
4 per cent. of the whole area of France, yet it included the most 
populous and the most industrial districts, and represented about 
15 per cent. of the revenue of the country. 

These facts may seem sufficient to excuse the French Govern- 
ment for having raised by taxation only a small part of the cost 
of the war—about 22 milliards of francs out of total expenses 
amounting to 181 milliards (to April 1st, 1919), or only 12 per 
cent., whereas in England taxation provided about 26 per 
cent., and in the United States more than 50 per cent. ; in Ger- 
many the proportion is not believed to have been higher than 
in France. 

Nor can we endorse a criticism which has often been made 
against the French Government, namely, that it had recourse 
too much to short-term loans or to loans in the form of note 
issues, instead of relying upon loans in the form of consolidated 
rentes. In any event it is not England, who herself did not resort 
to perpetual annuities on a great scale, but Germany, who is 
in & position to make such a criticism. It is true that in Ger- 
many a great loan was issued regularly every six months, and 
that by this means the enormous sum of more than 100 milliards 
of marks was obtained’ from the country. France, on the other 
hand, issued a loan only once a year, or four loans in all, which 
together produced 54 milliards of francs, or only 37 per cent. 
of her expenses.’ It is undeniable that the regularity with which 


* From August Ist, 1914, to April 1st, 1919, the expenses of the war in 
France amounted to 181 milliards (£7,240 million), covered as follows :— 


22 milliards by taxation : ; os Bea a8 16 per cent. 
54 milliards by loan in the form of ‘ ‘rentes perpetuelies ”’ 33 a 
32 milliards by short-term bonds _... 20 a 
26 milliards by loans from the Bank of France (in the 
form of note issue) ate 14 ss 
27 milliards by iste loans (chietly from. » England and 
U.S A.). : oi : 17 # 
161 100 


It follows that 20 milliards of francs remain to be provided, pending repayments 
by Germany and the issue of new loans. But in order to arrive at the expenses 
arising out of the war it is necessary to deduct from this grand total the 
ordinary expenses which would have figured in the Budget in any event, even 
if there had been no war, i.e., at the rate of 5 milliards a year, about 23 
milliards in all. The sum to be deducted is thus roughly equai to the proceeds 
of taxation, and the remaining total properly attributable to the war is 158 
milliards. The fact that the ordinary expenses are almost equal to the sums 
obtained by taxation proves that taxation contributed practically nothing 
towards war expenses. The new taxes of 1917 and 1918 did no more than cover 
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the German nation paid twice a year some 12 to 15 milliards of 
marks in capital is most imposing., In spite of the way in which 
the ingenious devices invented to facilitate these payments were 
abused, it must be admitted that the German people gave proof 
of a very sturdy confidence in their Government. The French 
public preferred the system of short-term bonds repayable at will 
after periods of one, three, or six months, etc., and was willing, 
more often than not, to renew these bonds indefinitely, since all 
that mattered to the investor was the knowledge that they could 
at will be withdrawn in the form of cash. The greater part of 
the enormous war profits, and even the small savings realised 
by the middle classes or by the peasants, were invested in this 
form. The total amount subscribed in bonds was seldom less 
than a milliard a month, and since the successes of last autumn 
it has increased to more than 24 milliards a month. Even since 
the Armistice these subscriptions have amounted to 14 milliards 
of francs a month. 

As for the loans in the form of note issues by the Bank of 
France, without shutting our eyes to the dangers of this too con- 
venient method of coining money, we do not think that in these 
unusual circumstances the Government was to blame. The total 
up to date (April Ist, 1919) is 37 milliards of franes, and will 
eventually amount to 40 milliards. We may admit that this 
expansion of the note issue was one of the causes of the rise in 
prices—since in Mngland, where the issue of bank notes and even 
of currency notes was, after all, very restricted, the rise in prices 
has not been as great as in France. But the rise in prices was 
itself not an unmixed evil; no doubt it increased the expenses of 
the war, but, on the other hand, if was a powerful stimulus to 
agricultural and industrial production. This question is, however, 
too wide to be treated incidentally. 

We should be more inclined to criticise the French Govern- 
ment for having been too timid in the issue of its four great 
loans. ‘They were all issued very much below par (at about 88 fr. 
in the case of the first two 5 per cent. loans, 68 for the third 
loan at 4 per cent., and 72 for the fourth at 4 per cent.). England 
issued a 5 per cent. loan at 95, Germany at 98, and even Italy 
at 95, 97, and 90, at least in the case of her first loans. The 
result is that France incurred a debt of 69,375 millions of frances 
in return for actual receipts amounting to only 53,280 millions ; 
the non-payment of taxes during the years 1914-1916. And on the other hand 
there remain to be added the expenses of demobilisation and of reconstruction 
in invaded territories—expenses which do not fall far short of those incurred 
in war time. 








134 THE ECONOMIC JOURNAL [JUNE 


which means that when the debt is repaid or converted she will 
have to refund 16,095 millions more than she received! In the 
meantime she is paying an interest of not much less than 6 per 
cent. Moreover, she has pledged herself to her creditors not to 
inflict any taxation on the coupons of the rente (which England 
did not do), and not to convert for fifteen or, in the case of the 
last loan, for as much as twenty-five years. In this way French 
capitalists have been afforded advantages which were quite dis- 
proportionate and, I may add, quite unnecessary. The loan 
would have been subscribed just as easily if it had been issued 
at the same rate as in England or in Germany. Of the millions 
of Frenchmen who subscribed there were very few who worried 
about the rate of interest or who would have refrained if the 
rate of interest had been 5 per cent. instead of 5°85. The Govern- 
ment did not have sufficient faith in the patriotism of Hrench 
capitalists, great and small, and the timidity of the Government 
may be translated into terms of a heavy impost on the genera- 
tions that are to come. 


* * * * * * 


So much for the Budgets of past years. But now that the 
war is over it is evident that the Government will not be able 
to continue the same policy and to pay its expenses from day 
to day by means of loans. Future Budgets will have, like all 
Budgets, to be based upon the normal revenue derived from 
iaxation. And what should be the total of such a Budget? 
According to the estimate of M. Ribot, late Minister of Finance, 
the total should be 18 milliards. More recent estimates are as 
high as 22 milliards.? 

And yet the Budget voted for the present year, 1919, amounts 
to no more than 9 milliards (or, more precisely, to 8,926 millions), 
a somewhat startling discrepancy of figures! This modest figure 
is all the more surprising if if is compared with that of the last 
Budget voted before the war, which was for 5,091 millions. It 
seems, then, that in these five terrible years the French Budget 
has increased by only 3,945 millions, or 78 per cent. Moreover, 


* The future Budget may be estimated on the following basis :— 


(i) Pre-war Budget ‘ ei sti est .- ees, O- Moilards. 
(ii) Rise in salaries resulting from the increased cost of living 2 
(iii) Interest on loans for the expenses of the war 8 
(iv) War pensions and demobilisation grants... a Sie Se 
(v) Interest on loans for the reparation of war damages ... 3 


22 
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these figures exaggerate the real increase, for the receipts for 
1919 fall short of the estimates. For example, the tax on pay- 
ments and purchases of luxuries will yield not more than 150 
million francs, though the estimated receipts were 900 millions. 
How trifling this increase must seem beside the increase in the 
English Budget, which in the same period has been more than 
quadrupled. In fact, before the war the English total was 
approximately the same as the French, 200 million £, and the 
figure for 1918-19 exceeds 800 millions. 

Anyone who saw these figures without knowing the history 
of the war would conclude that France had spent much less than 
England on the war. It is true that she has spent a little less, 
but the difference is, after all, not so very great. From August Ist, 
1914, to the end of the first quarter of 1919, France will have spent 
158 milliards of francs (see the note to p. 132), while England will 
have spent, in round figures, 250 milliards (10 milliards of pounds). 
But if we deduct loans made by either nation to the Allies, viz., 
50 milliards of franes (2 milliards of pounds) for England, and 
7 milliards of francs for France, the expenses of the two coun- 
tries are reduced to 151 and 200 milliards of francs respectively. 
The proportion is therefore as 75 to 100, whereas the two Budgets 
stand to one another in the proportion of only 43 to 100. How 
is this difference to be explained ? 

The reason is that in France the Budget of 1919 is swollen 
only by the sums necessary to provide the interest due on the 
four great loans issued in the form of perpetual rente (viz., a 
little more than 3 milliards for the repayment of interest) and 
bv certain increases, sanctioned before the war, in the salaries 
of officials. No provision is yet made for the repayment of other 
war expenses or for the establishment of corresponding annuities. 
Nor is anything provided for refund to the Bank of France, for 
the reparation of war damages, for the payment of pensions to 
disabled men, widows, orphans, etc.' 

Why these omissions? Because it is hoped that France will 
not have to pay, or at any rate will not have to pay the whole 
of these expenses, and because the actual total of the expenses 
which will have to be met must first be established before it is 
definitely included in the final Budget. That is what we were 
told by the Minister of Finance, M. Klotz, when he introduced 
the Budget. He did not promise not to make further demands 

' The projected Budget for 1920, which has lately been introduced, amounts 
to 10,305, but does not include any fresh taxation, the excess of expenses over 
the preceding Budget being covered by the sale of a part of the stocks of war 
supplies. 
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upon the taxpayer in his future Budgets, but he declared that 
be would make no demands upon him until he had exhausted 
every possible means of avoiding this terrible increase of 10 or 
12 milliards.' 

And by what means is it possible to avoid such an increase? 
Let us enumerate them without discussing them. 

The first, and to all appearances, the simplest would be to 
make Germany pay. As regards the damage done to the invaded 
territories in France, the principle has been solemnly proclaimed 
ir Article VIII. of President Wilson’s fourteen points, and has, 
in fact, been accepted by Germany. On this first point there 
is therefore no difficulty in law; but there is a practical difficulty 
arising out of the discrepancies between the different estimates 
of the amount of damage done, which vary from 20 to 120 mil- 
liards! But President Wilson’s points do not provide for any 
other obligation to repay; and as it was, after all, on the basis of 
these points that the Armistice was signed by both parties, it 
seems difficult to provide, for France alone, a relief of more than 
2 or 3 milliards on the Budget. 

Another method would be to pool all the war expenses of the 
Entente Governments and to divide them between the Govern- 
ments in proportion either to population, as has been suggested 
by a deputy, M. Stern, or to their wealth, as was proposed by 
Italy. Whichever of these two alternatives were adopted, the 
share of France would be thereby considerably reduced, for 
neither in population nor in wealth is France to be counted 
among the first of the Entente States. England, and especially 
the United States, would have to bear the greater share. We 
ourselves put forward this suggestion in an article published a 
year ago,” but cum grano salis, and with the remark that such a 
system of redistribution would be too much at the expense cf 
Uncle Sam and would assign to him somewhat too literally the 
réle of an “American uncle!” But, more recently, other pro- 
moters of this system have pressed insistently for its acceptance. 
and have been at pains to demonstrate that it would do bare jus- 
tice. The thesis is tenable; why not “a united Budget” as one 
said “a united front” and “unity of command”? But at the 
same time one should take care that such a proposition does not 


1 “Tf it appears that new taxation is inevitable, if it should prove to be 
the case that the French people, which did not want the war, must make yet 
further sacrifices, whether by direct or indirect taxation, I shall take the 
necessary action. But I shall not invert the order of these two factors.”— 
Speech in the Chamber, December, 1918. 

2 Economic JOURNAL, January, 1918. 
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have the effect of provoking irritating quarrels between the States 
represented at the Paris Conference, as was the case when a 
French deputy proposed that population should be taken as the 
basis of redistribution. It is not easy to see Japan accepting 
the portion assigned to her under the system of redistribution 
advocated by M. Stern, namely, the payment of an annuity of 
3,325 million francs a year. Still less is it possible to imagine 
that Russia would impose upon herself an annual contribution 
of 8,670 millions. 

One resource remains, that of economies. Some economy 
appears to be realisable if the League of Nations can achieve the 
reduction of expenditure on armaments. The State might effect 
another economy by postponing the repayment of the Bank of 
France, for it pays only a very small interest (% per cent. at 
present and 3 per cent. from the signature of peace). But such 
an economy would be dangerous, and would moreover have little 
importance in relation to the huge figures of the Budget. 

Whatever may be the fate reserved for these various pro- 
posals, it seems improbable that the hopes of the Minister of 
Finance and of the French taxpayer will be realised. Even 
if the United States and England were to grant exceptionally 
favourable treatment to France in the final settlement, even 
if Germany were bled white to the last limit of her resources, 
the French taxpayer could not hope to see his future Budgets 
remain at any lower figure than from 18 to 19 milliards. This 
figure would represent about 57 per cent. of the total of French 
incomes—57 per cent., that is to say, of those incomes as they 
were before the war. It is true that on account of the deprecia- 
tion of the currency these incomes might amount after the war 
to twice, or perhaps three times, that figure. In that event the 
post-war Budget would not involve a proportionately heavier 
charge upon the resources of the country than the pre-war Budget. 
Inflation would thus have acquired yet another claim to the 
gratitude of taxpayers, if not of economists. But the revenue of 
France can also be increased, not only nominally, but really, by 
an intensified production, for France has not been by any means 
obtaining the maximum advantage from her natural resources in 
land and labour. Let us hope that this will be the solution. 


CHARLES GIDE 








METHODS OF GRADUATING TAXES ON INCOME 
AND CAPITAL. 


AMONG the formule known to me as having been suggested for 
the purpose of graduating taxation, a foremost place is due to 
the scheme proposed by Professor Cassel in the Economic 
JOURNAL.' Varying his notation, we may write 


(i) T=1r(X - E); 


where 7’ is the amount of the tax (in pounds sterling, or other 
monetary unit); 7 is a percentage or (decimal) fraction; X - E is 
the taxable income; E is an abatement, not a fixed minimum, as 
Mill proposed, but varying with the income—not in an opposite 
sense as in many contemporary systems, but increasing with the 
increase of income. 
(ii i 
X+M—c 

where ¢ is the minimum of subsistence below which the tax does 
not descend, e.g., £130 in the present British income-tax; J/ is 
the maximum abatement, a limit which is more and more nearly 
approached (but never reached) as X increases. Substituting the 
valne of Fin the expression for T, we have 


(iii) fae tS - 

A+M—e 
an expression which becomes zero, as it ought, when X=. 

Distinction may be claimed for this scheme on the following 
grounds :— 

(1) It is elementary, “intelligible to the most untaught capa- 
city,’’ a great merit in a principle of currency according to Mill, 
and doubtless some merit in a principle of graduation.” 

(2) It exhibits a mathematical elegance, which is also a fiscal 

1 Vol. xi (1901), p. 485 et seq. 

2 Mill., Pol. Bcon., Book III., Chapt. xiii., § 2. The condition is less im- 
perative in the case of taxation, inasmuch as the mathematical basis on which 
the contribution of the taxpayer is calculated need not be obtruded on his 


notice ; it suffices that the authorities should promulgate an arithmetical schedule 
of the amounts payable on each amount of income or capital. 
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excellence,! in that it is capable of representing a great variety 
of tax systems by means of a very few adjustable coefficients or 
“constants.”’ 

(3) Of its constants two, C and M, are determinable a priori, 
so to speak, from a knowledge of the people’s wants and habits ; 
the third, r, being adjustable according to the needs of the 
Treasury. 

The first merit is conspicuous. ‘The formula involves only the 
common arithmetical processes ; the operation which is highest in 
a mathematical sense being division. ‘To illustrate the second 
feature I proceed to show how the formula is adaptable to actual 
tax systems. ‘The first scale which I adduce is one relating to the 
continent of Europe before the war. The scale is constructed 
from the statistics of income-taxes in several European States as 
presented in a Blue-book dated 1913.* 


TABLE I.—Prr-War CONTINENTAL INCOME TAX. 


WRG OWBO Sa cccisssccaeesce £40- 80— 100- 150- 300~ 500- 1,000 
Tax per cent. ......... 2°64 2°92 347 4°29 484 S11 
PRG OWE coe cosccexess £1,500— 2,000—- 3,000—- 5,000- 10,000 Maximum. 
Tax percent. ......... D538 a84 6°29 6:66 6°98 v2 
Each rate in this table is obtained by taking a Mean—that mean which 


is called the Median—-of the rates pertaining to an assigned amount of 
income in each of several States. For this purpose several Swiss 
Cantons have been lumped together so as to count as one State. Also 
three minor German States have been similarly treated. For cxample, in 
order to determine the figure which is to be put for the rate of taxation of 
an income of £100 (up to £150) T utilise the following data :— 


Other 

German Switzer 
Prussia. Bavaria. States. Denmark. Norway. Sweden. Holland. land. 
3°19 2°65 3°20 3°80 2°39 2°27 2:27 4°82 


The “Other German States ’’ are Saxony, Wurtemberg, and Baden, with 
rates respectively 3.00, 3.20, and 4.25: whereof the second in the order of 
magnitude is taken as the Mean. Likewise, 4.82 is the Median (half-way 
between the third and fourth in the order of magnitude) of the rates for six 
Swiss Cantons. The Median of the eight figures thus obtained is 2.92 (half- 
way between 2.65 and 3.20). 


The exempted minimum for the majority of the States appears 
to be 40; and accordingly, I take that for the value of e. But as 
the tax for some States does not descend to 40, I have not formed 
a mean value for the rate between 40 and 80. At the other 
extremity the fixed proportion designated by 7 in the formula is 
evidently 7 per cent. (approximately). 

As to M I have not attempted to determine this constant, as 


' As pointed out in 4 Levy on Camtal (by the present writer, 1918), p. 85. 


2 (Cd. 7100.] 
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theoretically possible, from the conditions of Continental life. For 
the purpose of illustrating the adaptability of the formula, it 
suffices to determine M from the condition that for some assigned 
income the rate given by the formula (with the two given con- 
stants) should be the actual rate shown in the table. Consider, for 
instance, the income £1,000, the rate against which in the table 
is 5°11 per cent., the tax therefore being £511. We have then 
by equation (ili) : 
5]-1 = 0071000 x 960 
M x 960 
whence M =355. If we had taken the rate for 2,000 as the datum, 


we should have the equation : 
2000 x 1960. 


€ OF ean . 
2000 x 0:0584 = 0:07- Wx 1960 
whence M =390. 

If we put for M the nearest round figure, 400, that will be 
found, with the other constants, to give fairly good results. For 
instance, for the income £1,500 the tax as calculated by the 
formula is £82°4; actually it is £82°9. For income £5,000 the 
tax calculated is £324; actually it is £333. 

The formula fits well many other pre-war tax systems, charac- 
terised by the feature that as the income increases indefinitely, the 
rate approaches a fixed and small proportion.! 

But when we turn to war income-taxes we find that the 
ultimate fixed proportion is no longer a small percentage. Thus 
the British Income-Tax, as modified by the Budget of 1918, rises 
to above 50 per cent. From the new scale as given in full by 
Mr. W. M. J. Williams in the Journal des Economistes? I select 
some specimen data. The earlier figures relate to “wholly un- 
earned income.” For the later figures income-tax (at 6s. in the 
£) and sur-tax are combined. 


Taste II.—Britriso Income-Tax, 1918. 


Income in pounds. Tax in pounds. Shillings per pound. 
200 12 1:2 
1,000 187°5 39 
10,000 4,187°5 84 
20,000 9,437°5 9°5 
40,000 19,937°5 10:0 
100,000 51,437°5 10°3 


Proceeding as before, let us put 50 per cent. as (approximately) 
the ultimate fixed proportion, while for e we have 130. From 


1 Seven per cent. in the example above given, eight per cent. in the example 
worked by Prof. Cassel (with a somewhat different notation) in the Hconomic 
Journal for 1901, p. 491. 

* June, 1918, p. 316. 
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these data there follow inferences as to the abatement which are 
not consonant with the third of the merits above claimed for the 
Cassel formula. In accordance with equation (i) put 
T=0°5(X -E). Then in order that the equation may be satisfied 
when X=10,000, we have 4187°5=0°5(10,000- #). Whence £, 
the abatement, is £1,625; rather a high figure for necessaries! 
But it is not the highest figure implied. Employing equation (iii) 
we have: . 


_10,000 x 9870 
iia << at 


whence M=1915!! 

If we are to abandon the rationale of Professor Cassel’s 
formula, and to treat it as simply empirical, a further simplifica- 
tion may be advised. Let us no longer treat the tax as a function 
of the abatement. On that arrangement if the taxpayer is, in 
Latin idiom, increased by a child, and obtains a corresponding 
increase of exempted income, an entirely new schedule has to be 
calculated. There would be as many schedules as there are varie- 
ties of abatement. But it is much simpler to treat the tax as a 
_ function of the surplus of the taxable income over and above the 

deducted abatement. ‘There is thus room for the greatest variety 
in the grounds for abatement: children, wife, insurance ; perhaps 
invalidity, perhaps change in the value of money, perhaps station 
in life.* 

This change is easily effected by putting e=0 in the above 
written formula, and for X (the total income) 2, the surplus above 
the untaxed abatement, which does not figure in the formula. 
The formula thus generalised may be written : 


P TX 
—_ eS 


For instance, utilising data furnished by the British income- 
tax for 1918, let us determine M and r from the equations : 


39870? 
Pega: OOO, 
(1) "M+39870 
870? 
i = 187°5. 
(2) "M+870 
1 The practice of the English Law with respect to the “necessaries” of 


“infants” may be referred to as justifying some extravagance in the estimate 
of what is necessary for persons in a high station of life. See Anson Contracts, 
sub voce ‘‘ Infants.” 

2 The Australian Commonwealth appears to be particularly select and generous 
in the specification of grounds for exemption. See Commonwealth Report cited 
below, p. 151. 
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from which I find M =1217, r=0°517. Applying the formula thus 
determined to an income of £100,000, that is, a surplus of taxable 
income of £99,870, I find for the tax £51,140—much the same as 
the actual tax, £51,437 10s. 

Is there any reason to think that we should fare better with 
any other formula involving only three constants (two in addition 
to the abatement, which is not explicit in the formula as now 
modified)? We shall be better able to answer this question after 
considering two defects which may be attributed to the formula, 
whether in its original or its generalised shape. 

First, the formula is not suited to represent very steep gradua- 
tions; the case when the rates of taxation increase very much 
more rapidly than the taxable incomes. Let z,; and 2%. be two 
taxable incomes, the latter being the greater ; and let p; and pe be 
the corresponding rates of taxation. Then by hypothesis, since 

Pe 
py 
where q is an improper fraction. Substituting for p; and pe their 


the tax is to be progressive, pe is greater than p,; say =4 


: . i 
values obtained from equation (iv) (and remembering that ~ =p), 
av 


we have ee © Whence it follows that q is less than ~ 

p, M+, x %}- 
But this is a limitation upon the progression which may be un- 
desirable. It may be required that, as in the present American 
income-tax, while the tax on £1,000 is £16, the tax on £2,000 


should be £711: while 


” 


9 Pr 85'5_o9... 
‘ 16 


ay Pi 


It may be pleaded that such steep graduation is abnormal. But 
it is doubtful whether any norm or standard can be prescribed for 
the income-tax as distinct from the tax system of a country. For 
the income-tax is usually complementary to other parts of the 
system, in particular to taxes on commodities and local taxation. 
Where the taxes on commodities were very heavy—pressing most 
heavily on the lower incomes—such a scale as that which has 
been instanced might well be appropriate. A formula adapted to 
general use ought to be better guarded against the objection which 
has been exhibited. 

But grant that this objection is not very serious, especially 


1 It is true that in the actual tax the £1.000 and the £2,000 include the 
abatement, and so correspond to our X, not our zx, but it might have been 
otherwise. 
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with respect to taxes on capital. Admit that the formula under 
consideration affords as good a fit as any other function involving 
only three constants, to the taxes on income and capital which are 
in actual use. Yet adaptation to existing forms is not the sole 
test of the adaptability which we require. Our task is not 
exactly that of the statistician who employs a favourite formula 
to represent a concrete set of data—a given “histogram.’’ Our 
part is not so much that of the portrait-painter as of one who 
draws ideal ‘“‘subjects.’’ Our formula should be adapted to repre- 
sent graduation, not only as it is, but as it ought to be. Now 
the Swedish designer of fiscal forms falls short of ideal perfection 
at one point. He may be contrasted with the sort of artist that 
was to be found in Rome, capable of modelling hair and nails to 
perfection, but unsuccessful in the composition of a whole.' Con- 
trariwise, Professor Cassel’s work as a whole is admirable. But 
he fails to represent one extremity in its ideal perfection. He 
copies it indeed perfectly as it actually occurs, compressed and 
deformed like a Chinese lady’s foot. Such, I submit, is the 
character of the graduations commonly in use which approach, but 
never pass, a certain finite rate. Can any good reason be given 
‘ for thus exempting the higher incomes and capitals from pro- 
gression? Surely the exemption has not been adopted by officials 
as a deduction from the principle of ‘‘equal sacrifice ’’ in accord- 
ance with the ingenious reasoning of Mr. Cohen Stuart.* “As 
soon as all personal wants are pretty well satisfied,’ he argues, 
“the possession of income has no longer any influence on con- 
sumption. It is a figure the increase of which by a certain 
percentage would give about the same pleasure to a man with 
10 millions of francs per annum or one with 100 or 500 millions.” 
Or is the reason one of those given by other theorists with less 
lucidity ?* Could it be fear of alarming the millionaire, even 
when the final rate was so moderate as 7 per cent., as in the 
pre-war Continental taxes above cited? Was it a not unfounded 
belief that the condition of continual progression could not be 
secured by elementary arithmetical operations? Or simply poverty 
of mathematical resource? 

If. Whatever may have been the reasons in the past for this 
lenity to millionaires, it may be doubted whether it will continue 
to appear reasonable in the future. There will be a demand for 
a formula fulfilling the condition of an effectual continual pro- 


1 Horace, Ars Poetica, 32. 

* Discussed by the present writer in the Economic JourNat, Vol. VII. (1897). 
p. 559. 

> Loc, cit., p. 258-9. 
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gression. The following formula seems to satisfy those condi- 
tions : 

(v) z-T=azk, 
where, as before, z is the excess of income or capital above a 
specified minimum; T is the amount of the tax; 2-T, say, y, 
may be described as the “available surplus,’’ that which remains 
to the taxpayer (over and above the exempted minimum) after he 
has paid the tax; a and # are numerical constants, B being 
always fractional. 

An example will form the simplest explanation of the scheme. 
The example is furnished by the American Federal Income-Tax 
of 1917.1 I transcribe part of the schedule, commuting dollars 
into pounds sterling. 


TaBLe III.—AmERICAN FEDERAL INCOME-Tax. 

TIncome...... £1,000 2,000 4,000 12,000 20,000 100,000 
MERE encievesa £16 71 236 1,356 13,936 38,536 
From the information given I assume that £400 may be treated 

as an exempted minimum. 

To determine a and £8 we must utilise two of the data, say, 
the tax on £1,000 income and that on £12,000. We have thus 
two equations : 

(1) a(12,000 - 400)* = (12,000 - 400) — 1,356( = 10,244). 

(2) a(1,000 - 400)4 = (1,000 — 400) - 16( = 584). 
Whence (taking logarithms and eliminating a) I find for B, 0°967, 
and thence for a, 1°202, nearly. The construction will be found 
to fit fairly well at different points. For instance, for an income of 
£4,000 the calculated tax is £296, the actual tax is £236. For an 
income of £20,000 the calculated tax is about £3,000, the actual 
£3,236. Of course, if we had selected other points for an exact 
fit, we could have secured greater closeness of fit than now in the 
neighbourhood of those points. But we cannot expect with only 
three constants at our disposal to obtain a good fit at all points. 

There is one tract, however, for which it is not in general 
possible to secure a good fit, namely, the lower extremity. As the 
income diminishes, we come to a point at which the tax is zero; 
and if we descended below that point the tax would pass into a 
bounty! This limit is given by equating the available income 
to the total (untaxed) income above the minimum, 1.e., 

(vi) az?’=z, 
whence 2=a ro” Thus in the example just now given, if 


1 As stated by the Guaranty Trust Company, New York. 
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Log a=0'079, 8=0'967, we have for the limiting value the number 
of which the logarithm is 2°4 nearly, i.e., about 251. Which, 
added to 400, the minimum exempted, gives 651 for the figure 
below which the construction is not applicable. 

III. The new formula seems specially suited to serve as a 
sur-tax. It may thus complement the Cassel formula when that 
fails at the upper extremity.. At a certain point the new tax may 
be as it were yoked on to one of the Cassel type. To avoid a jolt, 
it should be arranged that at the point of junction the sur-tax 
should be zero. 

To illustrate the composition of the formule I recur to the 
statistics of the American income-tax, and proceed to arrange 
that when the income has reached £2,000, a sur-tax of the kind 
described should be superimposed on a Cassel tax. For the cal- 
culation of the Cassel tax I make the convenient assumption that 
the highest abatement for “necessaries’’ which the American 
millionaire can claim, the M of the formula, is £800. As before, 
I take £400 as the minimum abatement. Then by equation (iii) 
for any assigned income, X, we have Tat nye This 
‘formula must give us the whole tax for an income of £2,000, since 
the sur-tax is to be zero at that point. Putting for X 2,000, and 
for T the given taxation on an income of that size, viz., 71 (£), I 
find r=0°05325. Now let us take an income well above £2,000, 
e.g., £20,000, and determine the coefficients of a sur-tax so that 
it may both (1) start at £2,000, and (2) at £20,000 may prescribe 
a tax which, superadded to the Cassel tax for that income, may 
be equal to the given tax, viz., £3,236. First, for the Cassel tax 
with the constants above calculated I find 1023°25. The sur-tax 
therefore should contribute (3236 — 1023°25), or 2212°75. That is, 
the available income should be (19600 - 2212°75) or 17387°25. We 
have thus the two equations : 

(1) a 196008 = 17387°25. 

(2) a 1600° = 1600. 
Whence I find for B 0°952, and for a 1°425. It will be found that 
this construction gives a fairly good fit at points not too distant 
from those at which the fit is by construction exact. Thus for an 
income of £4,000 the tax is by calculation £311, actually £236. 

Satisfactory as this result appears, the formula from which 
it is deduced cannot be accepted as universally appropriate. For 
it violates the canon that, however large the income or capital 
may be, the tax should not be such as to deprive the taxpayer of 
the motive to work and save. To be sure, in the instance given 

No. 114.—vou. XxXIx. L 








146 TIE ECONOMIC JOURNAL [JUNE 


the breakdown is far enough off. The taxable amount would 
have to rise to some millions of trillions sterling before reaching the 
point at which an increase of the total income would result in a 
diminution of the available income. And very generally, if, as 
commonly, [ think, it could be arranged that the fixed ratio r of 
the Cassel part of the formula should be small, not exceeding, say, 
01 (10 per cent.), it may be expected that the breakdown is at a 
safe distance.' But possibly, and especially in a case above indi- 
cated,” the data may prove recalcitrant. 

IV. To be safe from the danger which has just been indicated, 
it might be better to yoke the new formula with that of Professor 
Cassel, not abreast, so to speak, but tandem. Let the Cassel tax 
act by itself up to an assigned figure, say, as before, £2,000; and 
thereafter let the new tax by itself rule. We have only to arrange 
that the new formula should give the same figure for the tax on 
that income as the Cassel formula, namely, the given figure 71 ; 
and also that it should satisfy the datum for any other income, 
say, as before, £20,000. We thus obtain two equations for the 
constants a and 8B, namely :— 

(1) a(1600)* = 1600 - 71. 
(2) a 19600°= (19600 — 3236). 
From which I find B=0°946 ; a=1°42. 

V. Another method of employing the new formula (introduced 
in Section II.) as a surtax is to take for the primary tax, not the 
Cassel formula, but one of the new type, that one which does not 
become a bounty.? This condition is secured by putting a=1 in 
the expression for the available income; which thus becomes of 
the form z° (b less than unity). At a suitable point there is to 
be either added to, or, better, perhaps, substituted for, this 
formula one of the more general type ax®.* 

The first arrangement is not perfectly safe. But the danger 
is not in practice, I think, to be much apprehended. Consider, 
for instance, the example given in the lecture above referred 
to (Levy on Capital). According to the formula there offered as 
representative of the present English income-tax, the “available ” 
income, say y (7.e., the amount in excess of the exempted mini- 


‘ 


mum, say #, less by the tax), may be written— 
y= a4 4 1 QDq-902 
* Compare note to p. 147 below. * Above, p. 142. 
* More exactly does not become a bounty until the taxable income is less 


than £1! 


‘ The expression for y the ordinate which represents the available income 


becomes now x’-T7', where 7 is the surtax ; =x’—(x—ax8)=x'+ax8B-2. Ac- 
, dy ‘ : . 
cordingly a= bab- + Bax8-!—1; an expression which may ultimately become 


negative ; like as the compound formula of Section IIT. 
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he expression for y continues to increase with the increase of x, 
up to a value of # which is above £10,000,000,000 ! } 

A geometrical representation of these constructions is offered 
below. 














O €E x A 


The abscissa measured along the horizontal OA from the origin O denote: 
income or capital. The ordinate Xy corresponding to any abscissa O.\ 
denotes the amount that the taxpayer has at his disposal after paying the 
tax—including an exempted minimum. The ordinate can never rise above 
OB, «a right line, making an angle of 45° with OA. OH denotes the 
exempted minimum; an abatement varying for different persons, according 
to the number of children, ete. The abscissa ox measured from o as 
origin denotes the taxable income. The ordinate xy denotes the available 
surplus, being the taxable amount minus the tax. The length intercepted 
between y and the line oB represents the tax. A right line, o(, dividing 
all ordinates in the same proportion, represents a uniformly proportional tax 
above a certain exempted minimum (Mill’s ideal). The curve-line oy 
is intended to represent a tax according to the formula of Professor Cassel. 
It will be observed that the rate of taxation (whether relatively to the total 
or the taxable surplus) continually increases. The abatement, too, con- 
tinually increases. For, by equation (1), the abatement H=(rX—T)+r= 
(rx—-T)+r+e. Now rx is denoted by TR in the figure; and 7 by yT; and 
the curve is such that yR (as well as Ty) continually increases. 

The Cassel tax is supposed to function independently up to the point y 
in the curve corresponding to z on the abscissa. At that point the new 
tax is substituted. Beyond that point the dotted curve yF represents the 
continuation of the Cassel curve, the rate continually approximating to r; 
the vertical distance of the curve from the right line OC approximating to 


1 Analogously the example given below in Section VII., though manufactured 
to exemplify difficulties, has no terrors for the present method, which would 
continue to be applicable up to incomes of over £10,000,000,000! 

L?2 
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the Limit r (M—e). ‘The thick curve-line beyond y, yG, represents the 
new tax, as employed by itself, in Section IV. The tax is such that y, the 
available surplus, continually increases; while, at the same time, 7'+za, the 
rate of taxation, also increases up to the limit of 100 per cent. The broken 
curve, which also diverges from y, represents the compound tax constituted 
by superimposing the new formula upon that of Professor Cassel after the 
manner shown in Section III. The hump at H in the curve, representing 
the available surplus, is designed to illustrate the particular case in which 


the compound formula would be inappropriate. 

The figure also serves to illustrate Section V. The thick curve to the 
right of the point y may still represent the new formula as substituted in 
Section IV. The line to the left of y is suited to represent the curve y=x? 
as well as the curve which designates the available surplus according to the 
(generalised) Cassel formula; for both of which curves - > 1% ei, 

So far, we have taken no account of the circumstance that the number 
of persons enjoying an assigned income or capital varies with the amount 
assigned. To represent this varying number, there would be required 
another dimension, a third axis—say z—perpendicular to the plane of z 
and y, the plane of the paper. The curve in the plane xz, which represents 
the distribution of incomes, may be expected to fulfil a well-known law 
due to Pareto. 


VI. The systems which have been proposed encounter a for- 
midable rival in a formula suggested by Mr. Douglas White.’ 
He takes the exempted minimum as the unit of income. Then if 
the income measured in that unit=X (to use our own notation), 
he in effect? puts for the rate of taxation (on the whole income) 
r Log X, an expression which reduces to zero, as it ought, when 
X=e (the exempted minimum). Considering that only two con- 
stants are here employed, r and e in our notation, the success 
which Mr. White has obtained is remarkable. But it is not 
greater, I think, than that which attends our new formula (intro- 
duced in Section II. above) when limited to two constants (i- 
cluding the abatement) by putting a=unity, as in Section V. 
The formula thus presented has the advantage of not involving the 
exempted minimum. It is free also from two defects which may 
be attributed to the White formula in common with a more 
general form to which we now proceed. 

VII. Mr. White’s formula may be generalised by employing a 
similar form, with a new constant, referring to the taxable income 
(above the exempted minimum); as thus, 


p=r Log(1 +”) : 


* Economic Journax, Vol., XXI. (1911), p. 371 et seg. 

2? IT must apologise to Mr. White and other authors for making rather free 
with their notations and conceptions for the purpose of the comparisons here 
instituted. 
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where & is now, as before, the taxable surplus and p is the rate 
of taxation on that surplus; ¢c is a new constant. For example, to 
obtain a graduation on the lines of the American income tax, let 
us operate on the data for incomes of £1,000 and £50,000. We 
have then (putting for e, as before, 400) the two equations :— 


49600\ 13936 
1 e ae = =. 
(1) + io? (1+ : ) 49600 
600\ 16 
2 54 OO)... 2 
4 ; Log ( =, ) 600 


Kasily eliminating r, we obtain an equation for c¢ which is 
approximately satisfied by c=1,600. The corresponding value of 
r is roughly 0°19. The formula thus obtained will be found to 
fit the given scale at different points fairly well. 
But the construction will not work so well in all cases. It is 
open to the same objection as the Cassel formula that it is un- 
9) 


suited to represent very steep graduation. I! “* is very large, 
Pi 


larger than —*, then it may not be possible to find a value of ¢ 
wy 


-which complies with the data. A more serious defect is the 
liability to excess of taxation at the upper extremity. To exhibit 
this, suppose it to be prescribed that the taxation of an income 
of £1,000 should be what it is for the present British income tax, 
namely, £187 10s. on £870 (the surplus above £130) ; but that for 
the smaller income of £200 the tax should be much less than what 
it js according to the British income tax, say, instead of £12, only 
£2 or a trifle less (on £70). As above remarked,' we cannot be 
certain that a progression which looks anomalous may not be appro- 
priate to a (complementary) income-tax. The constants which 
satisfy these conditions are (roughly) r=0°5, c=512°4. Accordingly, 
in the neighbourhood of the points utilised, the formula thus fur- 
nished complies with the conditions of a workable progressive tax. 
But consider a point at some distance from these tracts, above 
£50,000. For this size of income the formula gives a tax greater 
than the income! But the extent of the failure is not fully shown 
by this result. At a much earlier stage, namely, just above £6,000, 
the formula ceases to be admissible because by increasing his in- 
come beyond this limit the taxpayer would incur loss. The broken 
curve yH in the figure may serve to represent this failure. On the 
suppositions just now made, HT would correspond to a taxable 
surplus just above £6,000. The point corresponding to £51,000 
would be below the axis oa! 

? Above, p. 142. 
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VII. This fiasco may be avoided by dovetailing a curve of the 
type IT. on to an initial tract of type VII., after the manner 
shown in Section IV. 

VIII. There is a certain affinity between Mr. White’s formula 
and another which has been proposed in the Economic JOURNAL 
by Mr. Steggall.1. Mr. Steggall’s scheme presents two distinctive 
features : (a) that between certain limits, e.g., between 100 and 
1,000 the tax on successive equal increments of income increases 
by an equal increment, e.g., on the first hundred (exempted), 0; 
on the second hundred, 2d. in the pound; on the third hundred, 
4d.; and so on. The total paid for ten hundreds will thus be 
04+2+4+ ... +18, an arithmetical progression of which the 
sum is 90, and accordingly the rate for 1,000 is 9d. in the pound. 
If this rate of progression were to continue, we should reach the 
rate of a pound in the pound too soon. Accordingly (b) it is 
arranged that the rise of 9d. in the rate per pound which occurred 
in the tract of income from £100 to £1,000 should thereafter be 
spread over a larger tract from £1,000 to £10,000. After £10,000 
the next rise of 9d. is spread over the tract £10,000 to £100,000. 
And soon. It is this latter arrangement which has some affinity 
to Mr. White’s construction.” 

The other feature (a) of Mr. Steggall’s plan is one that fre- 
quently appears in popular schemes of taxation. Numerous examples 
will be found in recent reports on the Income T'ax.? A particularly 
good instance is furnished by the Wisconsin system. There the 
tax on successive increments of 1,000 dollars each rises from the 
first thousand to the fifth by + per cent. for each 1,000 dollars up 
to the fifth thousand inclusive; and the result of these rates on 
successive increments is shown as the “true rate on whole 
amount” (of taxable income)‘; that is, the rate in the usual 
sense which has been here all along adopted. There is no essen- 
tial difference between the “Tariff System,” ° as it is called in 
the Report, in which each successive increment is subject to a 
rate increasing in arithmetical progression and the simpler plan 


' Vol. XXV. (1915), p. 136 ef seq. 

2 Observing that the logarithm of the taxable income, zx, increases by equal 
increments as the tax increases by increments of 9d., let us suppose these incre- 
ments to become indefinitely small; and we obtain the simple relation X = 10’ ; 
where # is the rate of taxation (=7'/X); 6 is a constant: whence R =} log x, 
which corresponds to Mr. White’s formula, mutatis mutandis. 

* See 1906, 365; and 1913 [Cd. 7100], passim. 

' Loc. cit. (1915), p. 178. The rise of the rate by steps of half per cent. 
froma the fifth to the thirteenth thousand is similarly treated. 

* Loc. cit... p.. 6. 
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in which the rate reckoned on the whole taxable quantity increases 
in an arithmetical progression.! 

To obtain a continuous curve corresponding to the series of 
steps presented by such arithmetical progression, let us suppose 
that in any tract in which there is a uniform progression of the 
sort the steps become smaller and smaller.? In the limit the curve 
representing the rate of taxation will be a parabola. The common 
parabola emerges as an e’ghth form, as a candidate for the repre- 
sentation of the rate of taxation ; and accordingly for the tax and 
the available surplus, a parabola of the third degree. The con- 
struction is only applicable to short tracts; otherwise, the con- 
tinued increase of the tax would be fatal.’ 

IX. The parabola of higher degrees naturally follows here. 
The formula is recommended by its common use in many branches 
of physics. It is not, however, applicable to all branches. It is 
not adapted, for instance, to represent the extremities of groups 
of observations. For much the same reason it seems unsuited to 
represent taxation of the higher incomes and capitals. It has, 
however, the distinction of being, as far as I know, the highest 
in the mathematical sense of all formule actually adopted in the 
financial regulations of a great country. In the income tax 
adopted by the Commonwealth of Australia, for the tract of 
income between £2,000 and £6,500, the expression for the tax 


(in pounds sterling) is :— 
12°583r?_ 1:06, , 0:03 

5333°3— dx : ~ a + xt ; 
* 108 10° 10? 


where x is the taxable income over and above the abatement 
which is deducted from the total income. For incomes between 
£546 and £2,000 there is another parabola, one of the third 
degree. Below £546 the formula is more simply arithmetical. 
There is an abatement decreasing with the amount of income. If 
we regard each boundary of a discontinuous tract as impairing 


‘ Some relations of the two systems are well exhibited in the Mathematical 
Gazette for May, 1916; referring to the Australian Commonwealth income-tax. 
* Let us suppose that the tract of finite extent @ is divided into an indefinitely 
large number of steps, each measuring Az. Now at each of these small steps 
let there be added to the rate of taxation the very small quantity bAz? (b a 
finite constant). Then the sum of the arithmetical progression which represents 


. : : : la/ja goe8 
increase of the rate in the tract under consideration is 5 1)x bAz? ; i.e ba?. 
2Ax\ Ax 2 


Thus the increase of the rate of income is given by a parabola, of which a 
measured from the beginning of the finite tract may be taken as the abscissa. 

° Cf. above, p. 149. 

* See Official Yearbook of the Commonwealth of Australia for 1901-15; No 9, 


1916, pp. 725-26. 
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simplicity and mathematical elegance in the same degree as an 
additional constant, we must pronounce the Australian tax some- 
what deficient in that quality ; taking into account the number of 
arbitrary boundaries, as well as of constants proper. In spite of, or 
rather in consequence of, its mathematical elaboration, the Aus- 
tralian formula has hardly any advantage in respect of continuity 
over the formless British income-tax. 

X. If it is thought desirable to employ more constants than 
enter into the formule of Sections III. and IV.—that is, four 
excluding the exempted minimum—it is easy to take on an” 
additional tax of the new type after the manner shown in those 
Sections. 


To resume and conclude. Several formule old and new have 
been compared in respect of their use for the purpose of graduat- 
ing taxes. In this comparison regard has been had to certain 
general conditions which should be fulfilled so far as practicable 
and consistent with each other. The conditions taken account of 
are chiefly (1) that the functions employed should be continuous ?; 
(2) that they should be familiar? ; (3) that the amount of taxation 
should never be so great as to make it the interest of the taxpayer 
not to increase his income or capital ® ; (4) that the rate of taxation, 
as the income or capital increases indefinitely, should converge not 
to a proper fraction (a percentage less than 100), but to unity 
(100 per cent.) *; (5) that the abatement which is to be free from 
taxation on various grounds (children, insurance, etc.5) should not 
enter as a constant into the formula for graduation.£ To which 
it is perhaps to be added (6) that some of the constants should be, 
like the abatement, determinable from considerations of expedi- 
ency other than their effect upon the result of the calculation, the 
amount of contribution prescribed by the formula.” Comparing 
proposed schemes, it is not possible to arrange them in an order 
of merit abstractly, without knowing firstly the end in view—in 
particular at what points of taxable income (or capital) it is expe- 
dient to lighten or tighten taxation—and secondly, the means 
available—in particular how many constants may be employed. If 
the graduation required is not very steep, several formule may be 
appropriate which would otherwise become impracticable. If the 
number of available constants is given, certain hypothetical pre- 
ferences may be expressed. If (exclusive of, or in addition to, 


' Above, p. 145, par. 2. * Above, p. 138. * Above, p. 146, 149. 

* Above, p. 143. 5 Above, p. 141. *“Pp. 141. 

” Pp. 139 par. 2, 141 par. 1. The graduation of taxes either on income or 
capital is our subject: abstraction being made of differentiation. 
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the exempted minimum) only one constant is allowed, the form 
recommended is 
T=2- 72’, 
where T is the tax, x is the taxable income or capital, b is a proper 
fraction. If there are (besides the abatement, as before) two 
constants, we have a choice between these two expressions ! :— 
» vu 2) T=2r Log(1+%) 2 
(1) am (2) T=ar Log hs 
Sometimes, if the graduation is not very steep the latter is pre- 
ferable ; but it may be much worse.® If it is advisable to have as 
many as, and not more than, three constants (besides the abate- 
ment) there is recommended a combination of two prescriptions,' 
namely, (1) T;=2- a, (2) Te=2 - az’. 
If four constants are to be utilised, there may be advised a 
combination of the two taxes :— 
re 
) R= (2) T= 0 — au: 
By taking on an additional T, or more than one, any number of 
. constants, odd or even, may analogously be employed. 
F. Y. Encrwortu 


' Above, pp. 141, 149. * Ordinary logarithms. * Above, p. 149. 
4 7, is to be taken by itself up to a certain point—such a point, for instance, 
as that at which the supertax begins in the British system. After that point 


either 7’, and 7’, are to be compounded, or, perhaps preferably, 7’, is to be 
employed by itself. 








THE MONOPOLY IN ALCOHOLIC DRINK 


THE licence to sell intoxicating liquor by retail is inherently 
different from other licences granted by the State. Other licences 
are given without restriction to all who are prepared to pay for 
them: there is no selection of some and exclusion of others in 
the licensing of persons to carry guns, or keep dogs, or display 
armorial bearings. ‘The element of selection and exclusion is, 
on the contrary, of the essence of the system on which retail 
licences are granted; they are granted only to “fit and proper” 
persons, and only at the discretion of the justices ; and in practice, 
as is well known, the justices are prepared to grant only a strictly 
limited number. There are thus many persons excluded for one 
who is selected, and the selected few enjoy the privilege arising 
from the exclusion of the remainder. 

This limitation of the number of licences was treated from 
the earliest times up to 1904 as a matter solely of social, as opposed 
to fiscal, policy. It is very old—it is said that Dunstan and King 
Hidgar suppressed many ale-houses, and would allow no more than 
one to exist in each village. The foundations of a regular 
licensing system for the sale of beer and wine were laid by the 
statutes of 1552 and 1553, which required keepers of ale-houses 
and taverns to obtain an authority (which might be refused) from 
the Sessions of the Peace or two Justices. The grant of spirit 
licences dates from 1701. In 1828 the incredibly numerous 
statutes relating to the licensing by justices of “fit and proper” 
persons to keep inns and ale-houses were consolidated into the 
Alehouse Act of that year, and, if we except the period during 
which the Beerhouse Act of 1830, authorising “free trade in beer,” 
remained in operation, the statute of 1828, with its insistence 
on ‘fit and proper” persons and on the discretion of the justices 
to refuse licences, has been “the root of the jurisdiction of the 
licensing justices.” 

From the earliest times, then, it has been recognised and 
proved that the trade in alcohol is not one that can be permitted 
to go on except through the agency of persons selected by and 
under the control of the State; experiments—such as the Beer- 
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house Act, 1830—of leaving it an open “free” trade in private 
hands have always proved to be failures. 

If not from the earliest times, at any rate for the last two 
centuries, the State has recognised that the trade in alcohol is 
pre-eminently a source from which it is legitimate, or even neces- 
sary, to raise revenue, duties on beer and wine licences dating 
from 1710, and on spirit licences from 1729. 

And yet the history of the trade betrays an absolute failure 
up to the Act of 1904, and a partial failure since, to recognise 
that the fiscal system of taxation was the natural corollary of 
the administrative system of selective licensing—that taxation 
was capable of securing for the State, and ought to have been 
made to secure for the State, the monopoly values created by the 
licensing system. ‘The policy of licensing and the policy of taxa- 
tion have been persistently represented not as supplementary, 
but as essentially conflicting ; Lord Hervey, in the famous debate 
on the Gin Bill of 1743, argued that the duty therein proposed 
‘““was designed as a fund for bringing money into the King’s 
Iixchequer,” and prophesied “that in a few vears the Justices of 
Peace . . . will soon have private directions, and a licence will 
be granted to everyone that desires it.”' Lord Hervey was 
neither the first nor by any means the last to fall into the error 
of thinking that the financial interest of the Exchequer could 
be subserved by laxness in the issue of licences, and consequent 
depreciation of the monopoly values. In truth, the State is the 
creator and owner of the monopoly values; and, while it is true 
that it has given the user of them to licensed traders, often on 
absurdly low terms, it can never be to its financial interest to 
destroy or depreciate its own property. The true position is most 
clearly conceived if we consider the trade in alcohol as a State 
monopoly farmed out, on the fiscal system of republican Rome 
or monarchical France, to a number of “ publicant” or entre- 
preneurs, for whom no exact English equivalent exists, but who 
are sufficiently designated by the non-committal term olf agents. 

The sale of alcohol, requiring specialised buildings—breweries, 
distilleries, and public-houses—and specialised plant, cannot be 
carried on without capital. The distinguishing mark of the 
British alcohol monopoly has been the fact that, in the fortuitous 
growth of the system, the capital has been provided by the tax- 
farmers or agents, and not by the State. 

The organisation might, however, easily have developed in 
the direction of vesting the required capital in the State; there 


‘ Quoted by Webb, History of Liquor Licensing in England, p. 32. 








156 THE ECONOMIC JOURNAL [JUNE 


does not appear to be any absolute right or wrong in the question 
which party should furnish the capital; and the proposal for 
“State purchase of the liquor traffic” in its financial aspect is 
nothing but a proposal that the ownership and burden of the 
capital required to work the monopoly should be transferred from 
the agents to the State; the agents would receive so much less 
remuneration.for their services (and would receive it, in so far as 
they ceased to be capitalists, in the form of wages rather than 
profit) ; the State would take a larger share of the profits of the 
business than was the case when the agents provided the capital, 
and would accept the risk of the effect on profit of the change in 
ownership being adverse or favourable. 

Any detailed discussion of the proposal of State purchase, 
even if confined to the financial issues involved, would extend 
this paper to impossible limits. But it will be clear, when the 
situation is viewed in this light, that the broad economic defence 
for State purchase is that the State, with its superior credit, 
could provide the capital necessary to work the monopoly at 
cheaper rates than is possible for the private entrepreneur. The 
set-off to this enhancement of the economic security of the 
monopoly is the danger of an aggravation of its political inse- 
curity. Under present conditions the trade acts as a_shock- 
absorbing buffer between the State and the different, and con- 
flicting, demands of different sections of the community. And 
if is arguable that, with the removal of this buffer, accompanied 
by the fall in the cost of production which would be caused by 
the substitution of cheaper for dearer capital, the State acting 
as its own tax-collector would fail to obtain as good a price for 
alcoholic beverages as is now realised under the farming-out 
system. 

From this point of view the effect on the price of intoxicants 
of the monopoly as it has hitherto been organised is of peculiar 
importance. 

It would appear that the monopoly did not operate to increase 
the price of drink ; drink would not have been appreciably cheaper 
even if the licensing system had never existed and “free trade 
in alcohol” had prevailed. This view certainly needs to be 
defended ; but the arguments in its favour are strong. 

If a monopolist raises the price of his commodity, he must 
produce (at any rate with any commodity which is not a prime 
necessity) a decrease in its consumption; a monopoly, that is 
to say, can affect price only by the deliberate restriction, at the 
discretion of the monopolist, of the output of the commodity, 
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such deliberate restriction being undertaken if the monopolist 
finds it more profitable to cater for a comparatively small and 
rich market than for a comparatively large and poor one. The 
existence of such a restriction of output (or inflation of price, 
for the two terms are in principle synonymous) will apparently 
betray itself by the fact that the reaction of increased purchasing 
power among the consumers will be an increase in the price of 
the commodity, not in the quantity of the commodity consumed. 
The monopolist is not likely to increase his expenditure on 
materials and other production-costs in order to extend his market, 
when he can, without increasing his expenditure, exploit the 
increased public spending-power not less effectively by putting 
up his price in the restricted market of his own choosing. 

If, therefore, the alcohol monopoly had materially affected 
the price of alcohol, we should expect to find fluctuations of its 
price accompanying fluctuations of purchasing-power among con- 
sumers and an absence of fluctuation in the quantity consumed 
per head of the population. In actual fact, we find exactly the 
reverse—absence of fluctuation in price, and a very marked corre- 
_ spondence between the level of industrial prosperity and the con- 

sumption of alcohol.? 

The correspondence appears to mean that the quantity of 
alcohol consumed has been determined by the demand of the 
public, and not by the discretion of the monopolists. If the 
monopolist is not controlling the quantity consumed, he is not 
inflating the price. 

The truth appears to be that the State has shared out the 
administration of the monopoly among too many participants to 
enable a policy of “high price and a narrower market” to be 
deliberately carried out. The trade in alcohol has never in prac- 
tice been in the hands of a single monopolist ; on the contrary, 
it has been farmed out to a number of agents sufficiently large 
to produce a competition of sellers almost notoriously ferocious. 
There never has been conspiracy to restrict sales and inflate 
prices; there has been active competition to develop sales and 
cut prices—or to give excess measures, which comes to the 
same thing. 

It is not suggested that if the liquor trade had not been 
subjected to special taxation drink would not have been cheaper 
and consumed in greater quantities. The argument is that trade 
taxation increased drink prices solely by virtue of its effect on 


* See, for example, Carter, Zhe Control of the Liquor Traffic (first edition, 
p. 91); Shadwell, Drink, Temperance, and Legislation, p. 73. 


‘ 
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the cost of production and distribution, not by creating an arti- 
ficial restriction of competition among sellers, which is the essence 
of monopolistic inflation of price. 

Alike, therefore, on statistical grounds and in the light of 
general knowledge as to the state of the trade before the war, 
there is every reason to think that the monopoly, as it then 
existed, did not appreciably affect the price of drink or the quan- 
tity consumed—that price and consumption would have been 
substantially the same had there been no restriction on licences, 
but free trade in alcohol had prevailed. The monopoly, that is 
to say, did not, either in intention or in effect, exploit the con- 
sumer, who obtained approximately as much alcohol as he wanted 
at an economic price. 

This is probably a condition of public tolerance of the mono- 
poly; it is chimerical to think that the monopoly can be used 
to produce a drought of aleohol. he public will either reverse 
uny such measure by constitutional means, or openly ignore it, 
or evade it by illicit manufacture and sale. The two latter results 
were the sole achievement of the notorious Gin Act of 1736, 
passed in the hope of reducing, or abolishing, the rampantly 
excessive consumption of spirits by the then unsupportable tax 
of a duty of 20s. a gallon on all retail sales and a licence costing 
C50 a year. 

Under State purchase, the removal of the trade buffer would 
necessitate even greater watchfulness to avoid producing an 
artificial dearth of liquor by means of the monopoly, and to main- 
tain elasticity of price and consumption ; and it is here that the 
proposal begins to be speculative. The State will be buying and 
paying for the pre-war demand of the community for alcohol ; it 
can have no guarantee that the post-war demand will be the 
same, and it will be subject to the necessity of adapting itself to 
future conditions, whatever, and however different, they may be. 

[f, then, the monopoly of the past was not sufficiently ex- 
clusive to eliminate the factor of competition in determining 
price, in what way does it operate to the benefit of those within 


its pale? 


During the last two years the State has been compelled to limit—not as a 
fiscal measure, but as one of food conservation—the amount of alcohol that may 
be put on the market. The monopoly has thus been intensified by the imposition 
of a restriction of output upon the top of the existing restriction of the number 
of licences. This intensification did directly cause an inflation of price, and a 
large increase in profit, the benefit of increase in price outweighing the disadvan- 
tage of decrease in the quantity sold. It was, however, an emergency war 
measure, and it is assumed that the limitation will be repealed as soon as the 
food situation allows. 
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As a minor consequence, by limiting the number of premises 
in which liquor may be sold, it has some effect in reducing the 
outlays for wages and working expenses, and so increases the 
profit to be made from a given turnover. 

But its most important effect, at least potentially, is the reduc- 
tion or limitation which it brings about in the capital which the 
profit is required to cover. Properly administered, a State 
monopoly should always be capable of keeping down the capital 
participating in the profit to a figure smaller than that which 
would prevail were the trade open to all; the Post Office mono- 
poly, for example, is free from the necessity of selecting the best 
and most expensive sites for its buildings. A trade which is open 
and exposed to free competition will attract the maximum capital 
which it can cover with an economic return; the State, by such 
« system as that of selective hcensing, can limit the capital to 
the minimum that is physically requisite to handle the product. 
Under free conditions capital tends to an economic maximum ; 
under monopoly conditions it should be kept down to a physical 
minimum. In so far as a monopoly keeps down the participating 
capital, it intensifies the profit; and the main function of the 
alcohol monopoly is to keep down the capital to what is requisite, 
and no more. 

Where, however, a monopoly is farmed out to a number of 
competing agents, it cannot be successful in its main function 
of limiting capital to the “requisite capital,” unless the basis of 
division of the profit between the agents and the State is sound. 
The only sound division is that which leaves the agents with 
neither more nor less than a fair return on the requisite capital, 
and appropriates the whole of the residue to the Kxchequer. 

On the consequences of leaving the agents with less than a 
fair return on the requisite capital it is unnecessary to dwell: 
there would cease to be agents—a condition of things which has 
not arisen since 1736. It may, however, be observed that, since 
the return which it is necessary to allow on the capital will 
diminish as the security for that capital improves, and increase 
as it deteriorates, it is contrary to the financial interest of the 
State that the security of trade capital should be depreciated. 
lor example, when it became apparent, between 1900 and 1904, 
that there was practical likelihood of magistrates refusing to 
renew well-conducted licences on the sole ground that they were 
redundant, the risks of trade capital were heavily increased. The 
broad financial defence for the Licensing Act of 1904 is that it 
restored security by providing that the renewal of licences could 
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not be refused without compensation, except on one or other of 
the four specified statutory grounds. 

The consequences of leaving the agents with more than an 
economic return on the requisite capital are of uncommon 
interest ; for this blunder has been consistently perpetrated since 
licensing began, and most of the weaknesses in the present con- 
dition of the.trade are traceable to it. 

Let it be assumed that the amount of profit earned is sufficient 
to provide an economic return on a capital of £400 millions, and 
that the buildings, plant, etc., can, under the monopoly system, 
be so reduced in number as to be provided for £200 millions. 
The annual value of the monopoly is then half the total profit, 
and the State should appropriate that half; if it fails, and appro- 
priates only a quarter, the residue left to the agents will be 
adequate to pay an economic return on £300 millions. The assets 
furnished for £200 millions will instantly appreciate to £800 
millions; and new capital will become engaged in the industry 
to enable purchasers to meet the purchase price of assets changing 
hands on that scale. In the end the State will be worse off by 
25 per cent. of the total profit ; and the agents will be no better 
off, their capital having been inflated above the amount of £200 
millions required to work the monopoly to the best advantage, 
in proportion to the 25 per cent. inflation of their profit. 

In practice the inflation of capital has been out of proportion 
to the inflation of trade profit; more capital has been attracted 
than the increase in profit could sustain. ‘The smaller the pro- 
portion of the profit accruing to the State, the greater the margin 
of speculation as to the potential value of the trade’s participation 
in the monopoly; and the greater the speculative value thus 
created, the greater the over-capitalisation involved. The trade 
is thus left positively worse off, and not merely no better off. 
Overfeeding is as actively bad for the trade as is inanition for 
the State. 

This view of the matter exposes the mischievous fallacy of 
the common conception that the interests of the Exchequer and 
the agents are in conflict, it being the aim of each to secure the 
largest possible share of the total profit at the expense of the 
other. There is in truth no such eternal antagonism between 
the Treasury and the trade; there is a scientific limit to the pro- 
portions in which each can beneficially participate in the total 
profit. 

The proportions in which the State and the trade participate 
in the total profit being determined by taxation, the above con- 
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siderations give almost a formula for fixing scales of taxation. 
Taxation should be on such a scale as to leave the trade with 
neither more nor less than a fair return on the “requisite capital.” 

This formula is more useful than it sounds. For the market 
in public-houses will quickly betray any inadequacy in the taxa- 
tion-scale. If it is found that public-houses habitually change 
hands at sums above those prevailing in the transfer of similar 
but unlicensed property, it is a symptom that the trade are making 
profits more than sufficient to furnish an economic return on the 
requisite capital, that the margin is attracting fresh capital, and 
that in the interests of all the margin had better be diverted, 
by an increase of taxation, into the Exchequer. We have become 
so used to the notion that the capital value of a public-house is 
higher than that of similar but unlicensed premises, and that its 
owner can claim its “licence value” as well as its “structural 
value’ as an asset in his balance-sheet, that we have ceased to 
feel proper indignation against a system of finance which per- 
mitted these accretions to trade capital to accumulate—accretions 
which, apart from any question of social justice, are sheer 
economic waste. 

Section 4 of the Licensing Act, 1904, comes near to an enun- 
ciation of the proper principle in providing that, in the case of 
new licences, “such conditions shall be attached as the Justices 
think best adapted for securing to the public any monopoly value 
which is represented by the difference between the value which 
the premises will bear when licensed and the value of the same 
premises if they were not licensed.” But this provision is a 
marked confession of past failure in taxation; if past taxation 
had been adequate to secure for the State the entire profit 
remaining after providing an economic return on the requisite 
capital—t.e., the “value of the premises if they were not licensed ” 
—the difference between the “value licensed” and the “value 
unlicensed ” would never arise. 

The weakness of the provision is that it first acquiesces in 
a deficiency in the scale of ordinary recurrent taxation, the result 
of which is to invest the licence with a capital monopoly value, 
and then seeks to redress the balance by exacting an additional 
capital impost on account of the monopoly value created by the 
inadequacy of recurrent taxation. It arbitrarily divides taxation 
between capital imposts and recurrent duties; and this division 
leads to serious difficulties of practice. 

For it is impossible to assess monopoly value, unless the term 
for which the licence is granted is known. The monopoly value 

No. 114—VoL. xxix. M 








162 THE ECONOMIC JOURNAL [JUNE 


of a licence which is subject to annual renewal depends upon the 
number of times the licence is renewed; it will be assessed too 
low if renewal is granted more often, and too high if renewal is 
granted less often, than the assessors anticipated. 

There are in turn difficulties in fixing a definite term for the 
duration of a licence. A long term deprives the State of the 
power of dispensing with an undesirable licence, or of adjusting 
the number of licences in a district to changed conditions, and 
cuts at the whole root of the licensing system. A short term 
depreciates the security of the capital (including the payment on 
account of monopoly value) which the licensee adventures, and 
so increases, at the expense of the Exchequer, the proportion 
of the profit which must be left to him to make the adventure 
worth his while. 

The Act of 1904, avowedly to meet the difficulty of assessing 
monopoly value without any definite basis for the duration of 
the licence, enables any new licence or lease to be granted for 
a definite number of years not exceeding seven, and subject to 
forfeiture during the term only on account of misconduct or the 
like. It will be conceded that a guarantee of seven years’ dura- 
tion is about the maximum that can be granted consistently with 
the requirements of public policy, and very few licences since 
1904 have been granted for so long a term; but, on the financial 
side, the term is so short as to depreciate sensibly the security 
for the grantee’s capital, and proportionately to diminish the 
Exchequer’s participation in the profit. 

These objections to the monopoly-value provision of the 1904 
Act arise from the fact that the value has to be assessed on a 
capital basis. It may be noted that on more than one occasion 
Justices have attempted to assess monopoly value on an annual 
basis, e.g. by requiring payment of a definite percentage of 
the annual receipts; and that judicial decision (R. v. Amendt, 
[1915] 2 K.B. 593; R. v. Customs and Excise Commissioners, 
ex parte Jenkins, [1914] 2 K.B. 390) has laid it down that mono- 
poly value must be on a capital basis, a definite lump sum to be 
ascertained once for all. 

Over-capitalisation has been brought about not merely by 
failure to impose taxation commensurate with the value of the 
monopoly, but also by failure in what one would have expected 
to be most carefully safeguarded—failure to keep the monopoly 
intact. 

We have already found reason to think that the consumption 
of alcohol under pre-war conditions approximated fairly closely 
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to the amount which would have been consumed under economic- 
ally free conditions. This being so, it was the obvious duty of 
the State to see that the number of licences granted did not 
exceed the minimum number capable of handling this amount of 
alcohol consistently with the prevention of excessive drinking and 
the maintenance of reasonably comfortable conditions. It is now 
universally admitted that the State has failed even in this ele- 
mentary function, and that the present number of licensed 
premises exceeds by one-third or one-half the ideal maximum; 
and the Act of 1904, with its slow scheme for the reduction of the 
redundant licences, has been introduced to mitigate this evil. 

The State’s past acquiescence in the accumulation of redundant 
licences has been injurious, not merely in creating redundancy 
of capital, but also in exaggerating working expenses. The 
redundant public-houses involve a large and unnecessary annual 
outlay, not only on account of additional wages and expenses of 
upkeep and management, but also on account of large additional 
disbursements occasioned by the intensification of competition, 
such as advertisement and price-cutting. Thus a substantial pro- 
portion of the annual turnover, which should have been profit 
‘ under a well-organised system, is squandered in unnecessary 
expenses which benefit neither the State nor the trade. 

The theory that an excessive number of licences is profitable 
is thus quite untenable. Beside creating unnecessary temptation 
to excessive drinking, they are financially a deadweight burden 
both on the trade and the Exchequer. 

The radical fault of the present situation is the over-capitalisa- 
tion of the trade. The first necessity is to prevent this fault 
from increasing; the maintenance of taxation on an adequate 
scale is the means to this end. 

From this point of view the present time is critical. During 
1916 and 1917 the intensification of the monopoly brought about 
by limitation of output enhanced the profit derived from alcohol ; 
the addition, apart from the important but not altogether effective 
check of Excess Profits Duty, was allowed to accrue to the trade. 
The effect was seen in a marked rise in brewery securities and 
public-house values, distinctly symptomatic of a recrudescence 
of speculation and capital inflations. The Budget of 1918-19 
imposed heavy additional taxation ; it remains to be seen whether 
the addition was heavy enough to check the danger. 

But the proper adjustment of future taxation to future con- 
ditions is not an ideally complete programme. The redundant 


capital has been allowed to creep into the trade balance-sheet, 
M 2 
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and so long as it remains there, profit, which would otherwise be 
available for the Exchequer, is required to cover the redundancy. 
Liquidation of the excessive capital is thus an essential condition 
of the restoration of the revenue-collecting machine to ideal 
efficiency ; and it is equally conducive to the true interests both 
of the trade and of temperance. 

It would be a very long step towards real progress if this 
fundamental community of interest and unity of aim could be 
properly appreciated, and if the differences of opinion which 
exist could be treated as differences on the question of method, 
rather than the question of objective. When means are mistaken 
for ends, and preferences for particular methods are denounced as 
heresies or exalted into articles of faith, energy is dissipated and 
controversy runs wild. A critical study of the proposals now 
advocated by controversialists, treating them as so many different 
means to an agreed end and testing them by the criterion of their 
relative efficacy as instruments, would be interesting and fruitful, 
but would unduly extend the scope of a single article. But it 
is possible to indicate briefly how some of the main proposals, 
commonly supposed to be quite heterogeneous, are really only 
minor variants of a major theme. 

It must be premised that even extremists do not in practice 
insist on summary recovery of the existing monopoly values by 
an abrupt increase of taxation equivalent to the proportion of 
the profit required to cover the redundant capital, leaving the 
trade to write off the redundancy as best they may. 

One of the methods which the Legislature has adopted to 
enable the trade to make some kind of provision for writing off 
the redundancy is the method of time-limit, which is embodied 
in the Scottish Temperance Act, 1913, and formed the basis of 
the English Licensing Bill of 1908. Under this method warning 
is given to the trade that they must prepare, by insurance or 
otherwise, for a certain or possible reduction of their capital assets 
in a given number of years. This method of reducing the capital 
may be called ‘‘ Postponed Reduction under Time-Limit.” 

From time-limit we pass to the method of gradual redemp- 
tion. The Licensing Act, 1904, contains the germ of a system 
for the gradual liquidation of the redundant capital by annual 
payments spread over a number of years. The 1904 scheme, 
however, contemplates only the redemption of the licence values 

* It would not appear that any licensing bench has availed itself of the power 
of borrowing on the security of the future proceeds of the compensation levy, 


thus converting the process of redemption of redundant licences from an annual 
to a capital basis. 








1919] THE MONOPOLY IN ALCOHOLIC DRINK 165 


of such public-houses as are in excess of local requirements, with- 
out advancing to the further stage of redeeming all licence values, 
including those of houses which are really required. Moreover, 
the theory of the scheme is that the trade, not the State, finds the 
money and takes the betterment afforded to the remaining licences ; 
and thus the scheme, while valuable in stabilising trade capital, 
is of no appreciable effect in reducing its amount. The scheme 
does, however, afford a hint of the possibility of reducing the 
redundant capital by the method of “gradual redemption by 
annual payments.” 

A third method is that of State Purchase, under which the 
State would acquire the whole of the trade assets (and so in- 
cidentally redeem the licence values), and take the whole of the 
profit (including the proportion now devoted to paying dividends 
upon, and providing reserves against, the licence values). This 
is clearly the method of “immediate redemption by capital 
payment.” 

Nor is the scheme of State Purchase, as above considered, 
the only expression of the method of immediate capital redemp- 
- tion; one subordinate alternative theoretically possible is to limit 
the capital commitments of the State to a system of State con- 
tributions, made as opportunity offered, towards the reorganisa- 
tion and reduction of trade capital, each reduction being accom- 
panied by a corresponding increase in the State’s participation 
in the profit, in the form of increased taxation. The object of 
such contributions, and their defence, would be the improvement 
of a great instrument of revenue; and their success in effecting 
this improvement would be the test of their soundness. 

The principal advantage of such a system would be that it 
would limit the State’s liabilities; the contributions could be 
discontinued at any time if they proved unprofitable. 

A beginning might be made with the early suppression of the 
30,000 or 40,000 redundant licences now in existence. The pro- 
ceeds of the compensation levy under the Act of 1904 are so 
small, and its administration so decentralised, that the opera- 
tion of that scheme is interminably slow and only sporadically 
effective ; nor, as has been shown, does it result in any appre- 
ciable net reduction of trade capital. The acceleration of this 
scheme by conversion from an annuity to a capital basis, and 
the transference to the Exchequer upon sound terms of the 
financial burden and the financial return, would mean a large 
improvement in the instrument of revenue, as well as in public 
order and sobriety. 
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Conclusion. 


The common conception of the relations between the State 
and the trade as relations of natural conflict is inherently wrong. 
Conflict of interest arises only in a narrow field; in essentials, 
their interests are common. Until this community of interest 
is recognised, and the theory of essential conflict abandoned, 
legislation is not likely to proceed on sound lines. 

There is undoubtedly community of interest as regards the 
security for trade capital; its exposure to unnecessary risks 
increases the profit necessary to cover it with an economic return, 
and decreases the share available for the Exchequer. Absence 
of excessive drinking is, of course, an essential condition of a 
high degree of security. 

There is also community of interest as regards the division 
of the profit, up to the point where the State begins to ask for 
so much as to leave the trade with less than an economic return 
on its capital. The inadequacy of past taxation, which left 
an unduly large proportion of the profit to the trade, led merely 
to a corresponding expansion of trade capital. It thus injured 
the Exchequer without conferring the smallest benefit on the 
trade. 

Failure to recognise this community of interest has reduced 
the monopoly to an inefficient condition. Some millions of 
potential Exchequer revenue are being wasted every year in 
paying dividends on wholly unnecessary capital. 

The main requirements of the future are : 


(1) To prevent a recrudescence of past blunders, by main- 


taining future taxation on an adequate scale. 
(2) To effect a reduction of the redundant capital. 


The method by which the second object should be effected is 


a question for critical and dispassionate discussion. 
J. S. EAGLES 








NEW ZEALAND DURING THE WAR 


NEW ZEALAND is a country very simply organised and depend- 
ing for its wealth gn a few primary industries. Almost equal in 
area to the British Isles, it supports only 1,162,022 people (1916),? 
and this population is scattered evenly over the islands. The four 
bigger centres—all ports and all widely separated—can muster 
only 34 per cent. of the people, even counting in their remoter 
suburbs; another 20 per cent. live in the smaller towns, but, 
roughly, half the population lives directly on the land. In the 
little country townships and distributing centres the primary 
importance of the rural industries is too obvious to be disputed, 
and although the larger centres tend, as towns will, to occupy 
themselves in meeting their own peculiar wants, yet there is 
' general recognition of the predominant importance of the primary 
export industries. 

A remote farm—for so we must regard New Zealand—must 
depend upon its own resources for many bulky, perishable, or 
peculiar commodities. So, in addition to its railways, tramways, 
electric light works, New Zealand has numerous small workshops 
engaged in repair and assembling trades and in the manufacture 
of such goods as bricks and cement. Similarly, there are many 
small works which use raw materials produced in the Dominion, 
and the protective tariff encourages the soapworks, tanneries, 
flour mills, woollen mills, as well as the wide range of machine- 
assembling shops and the more genuine manufactures, like those 
of boots and agricultural implements. But all this industry is 
small, and there is no exportable surplus, but more usually a con- 
stant deficit to be made up by imports. The census of production 
taken in 1916 showed 4,201 factories employing 48,770 work- 
people and producing goods worth £24,844,935 (included in which 
amount is the cost of raw materials, £14,419,584). Add in three 
big industries which are really concerned in making the primary 
products fit for export—meat-freezing, butter and cheese factories, 
and flax mills—and one reaches the total usually quoted, 4,670 
factories, 58,000 workpeople, and a total gross output of 
£45 454,184. 


* Including Maoris and Cook Islanders. 
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But the great industry of the country, and that on which all 
others largely depend, is pastoral farming in its two main 
branches—sheep-raising and, where settlement is closer, dairying. 
The bare hills of the back country have a sparse population of 
sheep roaming untended on their fenceless slopes; but as one 
comes down to the more closely settled lands—and the margin of 
settlement is being pushed back year by year—the farms decrease 
in size, the wire fences are more frequent, and mixed farming 
becomes the rule. This means that cultivation is introduced ; but 
agriculture, ever since the development of refrigeration, has been 
the handmaid of the more profitable pasture industries ; root crops 
and fodder crops are grown for winter feeding, not for export, 
and during the war New Zealand found constant difficulty in 
getting enough wheat to supply the demands of her own 
population. 

So the chief products of the country are wool, meat, butter, 
and cheese, with all their subsidiary and by-products. In 1916 
pastoral products furnished 87 per cent. of our exports. This is 
our surplus available for export. We bartered, in 1913, 96 per 
cent. of our wool (195 m. Ib.), 80 per cent. of our lamb (901,000 
ewt.), 62 per cent. of our mutton (1,093,000 cwt.), and 14 per 
cent. of our beef (261,000 cwt.). Similarly, we export about two- 
thirds of our butter (398,000 cwt. in 1916) and practically all our 
cheese.! 

More wealth, again, comes from the mines, though New Zea- 
land is not blessed with the variety of mineral wealth that Aus- 
tralia enjoys. Gold is the biggest item; but the production of 
gold has been falling steadily for many years, and is now little 
over a million pounds sterling annually. It is, of course, all 
exported. Each year two and a quarter million tons of coal are 
mined, mostly for domestic use. Against an export in 1913 of 
205,000 tons must be set an import which varies greatly but at 
least balances the exports. 

The fisheries are negligible, and one reflects sadly that, at the 
present rate of progress, the forests will soon be negligible too. 
Most of our national heritage has already been destroyed, much 
of it wantonly, and the native trees are too slow growing to be 
replaced. The supply of white pine, which makes fine, odourless 
butter boxes, is almost gone now, and of other timbers the supply 
may last perhaps thirty years. And the tragedy of it all is that 
we never had even adequate import values in exchange for our 
national capital; most of it was burned or exchanged for a song. 


* About 850,000 cwt., figures of production not quite satisfactory. 
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The only other forest product, the fossil kauri gum, is also nearing 
exhaustion, and it is a bitter reflection that, because of our 
scientific ignorance, we left it to be dug by alien immigrants and 
exported at low prices to Germany to be made into varnishes. 
Another characteristic product, the native flax (Phormium), is 
partly prepared and then exported as a substitute for manila, but 
its price fluctuates so enormously that the manufacture has never 
progressed. ; 

We are forced back therefore upon the pastoral industries, 
and it is upon our exportable surplus of these primary products 
that our wealth and prosperity depend. It is to the external 
trade, then, that we must first turn in reviewing the effect of the 
war upon New Zealand. 


I.—EXTERNAL TRADE: (a) Exports. 
1. Rising Prices. 


As soon as the first uncertainty of trade was past and Britain 
began to recover from the initial shock of war, and to find that, 
after all, financial panic and ruin had not resulted, it was very 
evident that the exigencies of war would ensure a strong demand 
for New Zealand products. The “outlying farm” shared fully in 
the general impetus given to agriculture. All its products were 
urgently necessary, wool was needed for the Army and all food- 
stuffs that could be got to Britain were sure of a ready market 
at advanced prices. The by-products, too, shared in the boom 
and some gained unwonted prosperity. Such were flax, the out- 
put of which increased enormously, and scheelite, the supply of 
which was commandeered at prices meant to stimulate future 
output as well as pay for the present limited production. All the 
export commodities were in great demand. 

Within the country, too, the position was equally strong. 
According to official figures, there was insufficient wheat for 
domestic requirements, and naturally prices went up. Similarly, 
the manufactures, particularly of woollens and boots, were stimu- 
lated by what was to all intents and purposes a war protection 
in the shape of increased freights, and in many cases the impossi- 
bility of importation, at the same time as there was a sudden 
demand for the equipment of the Expeditionary Force. New 
industries grew up, too, in the new conditions, and some, like the 
manufacture of dried milk, have apparently been built up solidly. 

There were added stimuli to industry as a whole, and 
especially to the export industries, from the movements in the 
price-level. The strong demand was, of course, expressed in 
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higher prices; but under the abnormal circumstances a diver- 
gence, wholly in favour of New Zealand, was soon manifest in 
the price-levels of Britain and the Dominion, a divergence which 
Britain found herself unable to adjust because of the imperative 
necessity for imports and the impossibility of exports. 

Ordinarily a rising price-level must benefit a country which, 
like New Zealand, is both a primary producer and a great debtor. 
The prices of her produce are more sensitive and rise more quickly 
than her costs of production, and usually than the manufactures 
she imports. More important still, one of her greatest charges 
is always her interest bill; but this is a fixed amount, payable in 
sterling, so that in times of rising prices, a less and less quantity 
of goods is needed to pay the charge for the service rendered her 
by the capital invested in her development. What is true nation- 
ally is true individually. Probably the most important person in 
the Dominion is the “cockatoo,” or small farmer, a peasant 
farmer who either leases his farm of 200 to 500 acres from the 
Government at a fixed money rent, or owns the land himself sub- 
ject to a Government or private mortgage at a fixed rate of 
interest. In times of rising prices his rent or his interest remains 
the same, or if his mortgage has to be renewed, comes only 
periodically up to the new price-level; and so a long period of 
rising prices, such as followed the turn in 1895-6, means ever- 
increasing prosperity. 

This usual stimulus of rising prices New Zealand gained from 
the war, but with an extra force due to the divergence of the price- 
levels and Great Britain’s inability to readjust them. Prices have 
gone up in Britain far more than in New Zealand, mainly for 
two reasons, the inflation of the currency that was almost inevit- 
able in the Motherland, and the rigid control maintained in New 
Zealand over the prices of essential commodities. Unfortunately, 
there are as yet no index-numbers of wholesale prices for New 
Zealand; but some evidence to support the argument may be 
gained from a comparison of the cost of living index-numbers, 
though these tend to exaggerate the position, emphasising as they 
do food prices and neglecting prices of clothing, which have 
apparently risen about equally in Britain and the Dominion. Not 
only clothing, but all imported goods, especially machines, have 
risen much more than food in New Zealand, and so the costs of 
production will have advanced much more than the cost of living 
figure, though not, in my opinion, as much as the price of New 
Zealand goods in the home market. Between July, 1914, and 
March, 1918, the cost of living appears to have risen in Australia 
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30 per cent., New Zealand 34 per cent., United States 51 per 
cent., Canada 70 per cent., and in the United Kingdom 107 
per cent.? 

Another scrap of evidence may be found in the wage increases 
granted by the Arbitration Court, but these again must be quali- 
fied, for they refer only to certain trades and those mainly in 
the towns. A number of trade unions including the more militant 
sections of labour, dissatisfied with recent decisions and seeking 
greater freedom to strike, have withdrawn their registration under 
the Arbitration Act. Moreover, the farm labourer, who of course 
is totally different from the farm labourer under the peculiar 
three-decker—landlord-tenant-labourer—system in England, is 
not, as a rule, and possibly never will be, a unionist. The Arbitra- 
tion Court has consistently refused to make an award for farm 
labour. So that these workmen, and especially the casual harvest 
labourers, have probably gained greater increases than those 
granted by the Court, which, according to the Board of Trade 
Report, varied from 4} per cent. to the painters up to 374 per 
cent. to the shearers.” 

The average rate of increase is estimated at 20-25 per cent. 
Against the extra increases gained by men outside the Court must 
be set the influence of the periodic nature of the Court’s decisions, 
which of necessity mean that the level of wages lags behind other 
prices. While the unregulated wages can approximate fairly closely 
to the cost of living or to sudden changes in demand, the award rate 
lags behind. This, however, is more apparent than real, because 
the experience in New Zealand has been that in practice the 
award rate which is set as a minimum does not become a maxi- 
mum also, and it is probable that wages rose more than is shown.’ 
Unemployment decreased and more overtime was worked, and 
these factors would put up the costs of production. 

But making all allowances for costs increasing more than the 
price and wage increases quoted, the divergence between the level 
of prices in Britain and in New Zealand is still fairly great, and 
from that advantage the Dominion has drawn a big war profit. 


* Report of the New Zealand Board of Trade. 

? The shearers form an exception to the rule that farm labour is generally 
unorganised. They form a separate craft in Australasia, highly skilled and 
very efficient. Beginning in early summer in Queensland, many of them work 
Australia from North to South, cross to New Zealand in the new year, and work 
down through the islands. The short winter spell they spend either in other 
jobs or in well-earned leisure. 

* An investigation into wages in Christchurch showed that over a con- 
siderable range of industries 60 per cent. of the work-people were getting more 
than the minimum award rate. 
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: 2. Shipping Difficulties. 


The great anxiety throughout the war period has been for the 
safety of the sea-routes. At first von Spee’s squadron in the 
Pacific was a source of danger and then odd raiders interfered ; 
but trade was not greatly hindered till the unrestricted submarine 
campaign began. The risks had by that time, however, been 
taken over by the Imperial Government. 

In 1915, moved by the urgency of obtaining food and raw 
materials in sufficient quantities, the _ Imperial Government began 
the process of buying outright the supply of various essential com- 
modities. From March 1st, 1915 onward, the whole export of frozen 
meat has been commandeered at agreed prices ; from September of 
the same year scheelite was taken over ; in October 15,000 tons of 
cheese—over one-third of the supply—was taken; and in the 
succeeding years the whole supply was requisitioned. Similarly, 
the wool clips of 1916-17, 1917-18, and 1918-19; the butter 
output from the season 1917-18 ; sheep-skins, hides, and calf-skins 
from the early months of 1917; and large quantities of condensed 
milk have been bought by the Imperial Government. 

In every case the prices were agreed upon after consultation 
with the owners of the commodities, merchants and shippers, 
and there has been periodical revision of the prices and terms. 
Liberal increases have been given on pre-war prices, ¢.g., the 
wool clip of 1916-17 was bought on a basis of 55 per cent. above 
the ruling prices of 1913-14, but the increases were probably 
lower than might have been gained from unfettered competition. 
In the latter years of the war there was a tendency to complain 
that other countries had made a harder bargain than we had, and 
there was much comment on the very great difference between 
the price paid to the New Zealand producer and the wholesale 
and retail prices in Britain. 

But even supposing that other countries extorted higher prices 
and that in consequence prices in Britain had to be fixed midway 
so that a loss on one side was balanced by profits on the other, 
even then the guaranteed price and assured sale were worth any 
such problematical loss.’ Particularly was this so when the 
shipping difficulty became acute and it was not possible to trans- 
port the whole produce of the country overseas. Great quantities 
of frozen meat and other commodities banked up in New Zea- 


* Possibly some of the divergence between prices in New Zealand and in 
Britain may be explained by the naive claim made to the Committee on National 
Expenditure, that since the Ministry of Food was self-supporting, it could not be 
said that any waste resulted in national loss. 
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land, and necessitated constant additions to the refrigerated storage 
capacity of the Dominion. Normally this would have meant a 
disastrous drop in prices ; but the goods so stored had been bought 
and, by an arrangement with the Imperial Government, had been 
paid for up to 90 per cent. of their value. This arrangement, by 
steadying the prices, was probably advantageous to both parties, 
certainly to New Zealand. 

The actual value of exports is shown by the following Table A, 
and a comparison with Table B will show how inflated prices have 


TABLE A.—Principal Exports of New Zealand, 1913-17. 




















| 1913. 1914. 1915. 1916. 1917. 

| £00-000 | £00-000 | £00-000 | £00-000 | £00-000 
Wool oe ai 8-1 9-3 10-4 12-4 12-2 
Mutton, frozen ... 1-6 2-1 2-9 2-5 2-5 
Lamb, can see ses seat 2-3 2-6 3-0 2-4 1-4 
Beef, a 0-3 1-0 1-6 2-1 2-0 
Butter 2-1 2-3 2-7 2-6 2-0 
Cheese ess | 1-8 2-6 2-7 3-5 3-9 
Hides and skins ... 0-3 0-4 0-6 0-7 0-5 
Tallow , 0-7 0-7 0-8 0-8 0-6 
Phormium 0-8 0-5 06 | Il 1-2 
Timber | 0-3 0-4 | 0-4 | 0-4 0-4 
Total | 18-3 21-9 | 25-7 | 28-5 26-6 
All exports " | 23-0 26-3 | 31:7 | 33:3 30-6 











TaBLE B.—Principal Exports of New Zealand, 1913-17, valued 
at 1913 prices. 




















| | 

| 1913. | 1914. | 1915. | 1916 | 1917. 

| £00-000 | £00-000 | £00-000 | £00-000 | £00-000 
Wool | Ol 9-5 8-5 8-0 | 1-7 
Mutton, frozen | 156 2-0 2-2 19 | 1-6 
Lamb, ” 2-3 2-5 2-6 2-1 | 1-0 
Beef, i 0-3 0-8 1-0 13 | Ll 
Butter 2-1 2-4 2-3 20 | 1-4 
Cheese... gis 1-8 2-5 2-4 2-7 | 2-6 
Hides and skins ... 0-3 0-4 0-5 0-5 | 0-2 
Tallow 0-7 0-7 0-8 0-7 | G4 
Phormium 0-8 0-6 0-6 0-7 | 0-6 
Timber 0-3 0-4 0-4 0-4 | 0-4 

| 18:3 21-7 | 21-2 | 20-2 | 16-9 








enriched the country. The drop in the quantity exported will be 
specially noticeable in 1917, and is, of course, due, not so much to 
decreased production as to the storing up of great quantities of 
produce in the Dominion. Despite the fact that over 100,000 
men left New Zealand to fight, production seems to have been 








174 THE ECONOMIC JOURNAL [JUNE 


kept up—the sheep were shorn, and there were actually more 
sheep and cattle slaughtered during the war period than usual. 
It is, however, satisfactory to notice that this production has not 
trenched on the capital store of the country. The flocks of the 
Dominion show an increase from 24 millions in 1913 to 25 mil- 
lions in 1917, and cattle have increased in the same period from 
2 to 23 millions. 


(b) IMPORTS. 


There has naturally been a far greater disturbance of imports 
than exports, because to the difficulty of shipping is added the 
difficulty of procuring supplies from the Motherland. The enemy 
countries in normal times did not supply a very big percentage 
of the Dominion’s imports, but the war cut that section of the 
trade off at a stroke. In 1914 Germany sent to New Zealand 
goods valued at £620,000, but the statistics showing the country 
of origin brought up the total of German-made goods to over 
£1,000,000. The biggest item seems to have been manures, but 
there were big shipments also of motor car tyres, pianos, all kinds 
of chemical manufactures, glassware, machinery, hardware, and 
fancy goods. All these orders had to be diverted, and extreme 
difficulty was found in getting them filled. Britain, faced with 
the task of improvising an Army, and then of feeding, clothing, 
and supplying it, cut off from much of the raw material of her 
industry, and with an adverse foreign exchange when she most 
urgently needed imports, was not able to keep up with the 
demands for her exports. Prices rose astonishingly, and it is 
due to this inflation of values that the import statistics of New 
Zealand appear to show that the trade did not fall off. 

In the abnormal circumstances it is not surprising to find that 
the distribution of the trade has altered materially during the 
war. With Germany shut out and Britain unable to supply her 
normal customers, the United States, Canada, Australia, and on 
a lower amount, Japan, have gained considerably. Many factors 
contribute to the expansion of trade with the United States of 
America—the lowering of the 1913 tariff stimulated exports of 
wool, and this reacts on imports; the opening and regular usage 
of the Panama Canal have shortened the route and encouraged 
more regular sailings ; and, finally, there is the considerable factor 
of similarity of development in many respects—so that there is 
every reason to expect that the United States will take a much 
more prominent position in the trade of New Zealand as time 
goes on. The figures for the war period are very instructive. 
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Imports into New Zealand from Principal Countries, 1913-17. 




















1913. | 1914. | 1915. | 1916, | 1917. 

£0-000 | £0-000 | £0-000 | £0-000 | £0-000 

United Kingdom... ......| 1331 | 11-99 | 11-14 | 13-87 | 8-82 
Australia moOUdND IT] “a0 | 338] 365] 400 | 3-66 
United States 2. 0...) 211 | «2:28 | 260) 3:97 | 3-90 
Fiji ws wee,sti(ees:t(‘<‘émme | | OTR] BER | 6ORGR | Oba 
Canada... ws. | 045 | «0-48 | «(0-80 | (0-76 | 0-76 
India) 0g | 0-49 | 0-53 | 057 | 0-65 
Japan : | 0-15 0-19 0-30 | 0-56 | 0-63 
Ceylon | 028 | 089 | 041 | 037 | 0-35 
rmany eee | 0-69 0-62 _—- | =- — 
Total | 2117 | 20-56 | 20-46 | 25-15 | 19-97 

All countries ... “| 22-29 | 21-86 | 21-73 | 26-34 | 20-92 

| | 








II.—THE INDUSTRIAL SITUATION. 
(a) LABOUR CONDITIONS. 


Any statement of the industrial situation must take into 
account the differences of economic structure that are to be 
observed when conditions in a new country are compared with 
those in older and more developed lands. Everyone who comes 
from New Zealand to Britain must be struck by the sharp division 
drawn between the.-industrial classes, one had almost said castes ; 
not only between professional classes and manual workers, but 
between skilled and unskilled, and very often between occupa- 
tions. Such distinctions become very blurred in New Zealand, 
and this perhaps is why trade unions have not the solidarity or 
fighting strength of the British unions. There are, of course, 
great numbers of workpeople who are dependent upon wages for 
their livelihood, but the line separating them from their em- 
ployers is not at all clearly marked either socially or industrially. 
There are many one-man businesses in the Dominion, and in 
most occupations, particularly perhaps in farming, the escape 
from wage-earning is comparatively easy. Even for the 25,000 
civil servants and the large groups of employees of public and 
semi-public bodies the land often offers an avenue of escape. 

_ There is less specialisation by occupations and within occupa- 
tions. The bearing of this fact is evident when the prospects of 
seasonal unemployment are -considered. The comparative in- 
frequency of this kind of unemployment, though the main indus- 
tries are seasonal, is due very largely to the fact that, both 
industrially and geographically, labour is extremely mobile. The 
comparative scarcity of labour is another considerable factor in 








176 THE ECONOMIC JOURNAL [JUNE 


reducing unemployment; what labour there is, is extremely 
efficient and is supplemented by machinery, for instance, in rural 
occupations, to an extent not commonly realised. Part of the 
reason why wages are so high is found in the planning of work 
one sees in a big shearing shed, the use of a great deal of 
machinery and the pace and skill of the workmen. 

There is no “reserve army of labour,” unless in that phrase 
one may include the children of the country, the womenfolk, who 
more than in older lands occupy themselves mainly with house- 
work, and the older people. Any sudden demand must be met 
by extra effort, by increased use of machinery, or by better 
organisation. A calculated system of State interference—regula- 
tion of wages, control of housing and assistance towards owner- 
ship, pensions of right to old people, widows and orphans, and 
rigid control of immigration—has, in a country naturally rich: 
and peopled by chosen immigrants and their descendants, reduced 
what has been called the residuum to vanishing-point. 

The war brought a stimulus both to export trades and to the 
home industries, but already there was practically no unemploy- 
ment except the almost inevitable loss of time in casual occupa- 
tions like wharf-lumping and to a less extent building. The 
departure of the Expeditionary Force and the steady stream of 
reinforcements month after month till 100,000 men had left the 
country meant an additional strain on industries. Wages in the 
primary industries rose very quickly and farm labour became very 
difficult to procure. In the towns, too, wages rose in the un- 
regulated trades and in regulated trades as the arbitration awards 
expired. What little unemployment there was vanished, and a 
good deal of overtime was worked, but was not always paid for 
(in unregulated trades such as clerical offices). The professional 
classes, the civil servants, and the clerical staffs of the bigger 
businesses were faced with a rising cost of living and a more 
strenuous occupation on the old scale of remuneration. In the 
latter years of the war, however, the Government granted large 
amounts, approximating £400,000 annually, as bonuses to the 
civil servants. 


(b) THe Cost oF LivIna. 


It is never easy to measure changes in the cost of living, and 
the peculiar difficulties of war time make the official estimates 
hardly as valuable as normally. The official index-number pub- 
lished each month is based on current retail prices of foods, 
together with figures of rents. In the war period clothing and 
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similar imported commodities rose much more than foods, so that 
the rise estimated by the official methods is probably a good deal 
below the actual fact. In the figures given below rent has been 
omitted because the methods of calculation were changed midway 
in the period. But it is stated by the Government Statistician 
that, except in Wellington, rents were nearly stationary, and in 
any case a great number of people own their own homes in New 
Zealand and so a rise in rent is not quite so important. 


Index-Numbers of Retail Prices, in the Average of the Four 
Chief Centres, 1913-16. 


(Base: Annual average annual expenditure, four chief centres, 
1909-13 = 1,000.) 














| | | | 

| 1913. 1914. 1915. 1916. | 1917 

Groceries ... sce rte .--| 1023 1076 1201 1214 | 1297 

Dairy produce ... wae --- | 1050 1054 1154 1288 1364 

Meat ue eee are | 1047 1158 1222 1321 | 1437 
| 

Weighted average ... «| 1037 1098 1197 1268 | 1360 














The figures given above, while no doubt an underestimate, 
indicate that the cost of living did not rise as much as in Britain. 
Nevertheless, the rise was made a basis for much agitation. For 
a time after the passing of the Military Service Act there was a 
possibility of industrial trouble on the west coast among the 
miners, but the reason was almost wholly political. With this 
exception the slight industrial unrest has been concerned with 
the cost of living. For many years past the awards of the Arbitra- 
tion Court have been based mainly on two factors, the cost of 
living and the ability of the industry to bear a rise in wages. It 
was natural, therefore, that the award rates should rise; civil 
servants and teachers received large bonuses also; and, not least, 
extreme pressure was brought on the Government to increase the 
allowances made to dependants of soldiers and to raise the scale 
of pensions. The New Zealand private soldier gets 5s. per day, 
of which 3s. must be deferred or allotted, and, under pressure of 
public opinion, the Government raised the allowance to a wife 
from 1s. to 3s. per day and for each child from 9d. to 1s. 6d. per 
day. At the same time the pension rates were increased till a 
private soldier may receive the maximum for total disablement, 
£2 per week, plus £1 for his wife and 10s. for each child; or his 
widow receives £1 10s. if there is no child, and if there are 
children £2 per week, plus 10s. per week for each child. 

No. 114.—voL, xxrx. N 
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(c) CONTROL OF PRICES. 


One very powerful factor in keeping down the cost of living 
has undoubtedly been the rigorous control of prices exercised by 
the Government. The fixation of prices has been drastic and 
accompanied by extensive interference with the supply and 
exchange of various important commodities. The comparative 
isolation of the Dominion and the simplicity of its economic 
organisation have rendered the task of control fairly easy. 

Difficulty came almost immediately when the prices of wheat 
flour and bread went up very quickly in 1915. Priméd facie, there 
was good cause for this sudden rise ; the official statistics showed 
an estimated production of 4,500,000 bushels, and it was known 
that the Dominion normally uses 6,000,000 bushels per year, and 
that there was little chance of importation at any but very high 
prices. Some of the larger millers acted promptly and secured 
control of about half the estimated supply, which was withheld 
from a market already uneasy. The obvious effect was to cause 
spirited competition among the smaller men, and wheat prices 
went up to more than 7s. per bushel. The Government fixed the 
price at 5s. 3d., but this price was evaded or ignored until the 
publication of threshing returns showed that in reality there were 
6,500,000 bushels of wheat in the country. Meantime the Govern- 
ment had imported Canadian wheat in large quantities, and this 
was sold to millers at a fairly heavy loss. The false alarm caused 
by wrong statistics (due to an ill-advised policy of retrenchment 
in 1909) proved to be a source of loss to the country, not only 
through the direct loss on the Canadian wheat, but also by the 
indirect damage to the National Dividend which resulted from 
the speculative price of wheat forcing up the prices of flour and 
bread. 

The following season, 1915-16, saw a bigger yield, though the 
yield per acre dropped from 29 to 21 bushels. In response to the 
Premier’s appeal, backed by a guaranteed price, the area under 
wheat increased by 50 per cent. to 329,000 acres, yielding over 
7,000,000 bushels. In 1916-17, however, the acreage dropped 
again, and a dry season in the South Island kept the yield low. 
The Canadian yield had also decreased, and early in the season 
the Australian export price had been advanced. The Govern- 
ment, however, advised in good time by the Board of Trade, which 
had been appointed under the Cost of Living Act, 1915, took 
prompt steps to meet the emergency. A million bushels at 5s. 6d. 
were bought in Australia and served to tide over the shortage. 
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The New Zealand harvest amounted to little over 5,000,000 
bushels, but from June, 1917, regular shipments of the Australian 
wheat came to hand. There was a slight loss of £6,689 on the 
transaction, but the public was saved from any fear of supplies 
failing and the fixed price saved speculative rises. The whole of 
the 1917-18 crop was guaranteed at 5s. 10d. per bushel, and the 
price of bread is fixed at-from 94d. to 11d. the four-pound loaf, 
according to different localities. It was necessary also to purchase 
from Australia another 4,000,000 bushels to make up the shortage 
of the crops of 1916-17 and 1917-18. The Board of Trade has 
extended its activities to the investigation of the prices of butter, 
fish, meat, sugar, milk, petrol, coal, eggs, timber, footwear, gas, 
iron, wire, and ta a list of forty-five grocery articles, and in most 
cases has fixed the prices. It is charged also with the investiga- 
tion of any complaints about unduly high prices or breaches of 
the Commercial Trusts Act, 1910. Some of the investigations 
have been most systematic and valuable, especially those relating 
to the timber trade and the coal industry, which is being surveyed 
in all its branches from producer to consumer. 

Some of the experiments made are of great interest. For 
instance, the price of butter rose in September, 1916, in sympathy 
with the “Home ” demand, to the unwonted price of 1s. 9d. per lb. 
An outcry was raised against the “butter ring,” proceeding from 
the obvious grievance of the consumer who saw the price rising 
more than the costs of production and naturally felt that he was 
being exploited. But the mere fixing of a price might only have 
diverted production into the export trade or encouraged the 
making of cheese. So a compensatory scheme was introduced, 
analogous in many respects to the cotton experiment in Lanca- 
shire, whereby an export tax of 3d. per lb. provided a fund which 
was used to compensate the companies which sold butter in New 
Zealand at the fixed price of 1s. 7d. The scheme was in opera- 
tion till September, 1917.1 

Similarly, an investigation of the meat trade showed dispro- 
portionately high prices in Auckland, and, in order to keep the 
prices down, two State shops were opened and run at bedrock 
prices for the whole year 1917, after which the master butchers 
adopted the scale of prices fixed by the Government. Sugar is 
easy to control, being in the hands of a monopoly, the Colonial 
Sugar Company, which draws its supplies of raw material from 
Fiji. An arrangement was made in June, 1916, whereby the 


* From the season of 1917-18 onward the exportable surplus of butter was 


commandeered. 
n 2 
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price f.o.b. Auckland for No. 1A sugar was fixed at £21 per ton. 
Since June 30th, 1917, the price has been raised to £22 10s. per 
ton. By these arrangements it is estimated by the Board of Trade 
that the Company has sacrificed £432,000 annually. 

Another interesting experiment is the series of arrangements 
made with persons interested in the manufacture of boots, where- 
by it is hoped to produce a steady supply of boots at reasonable 
prices. After investigation arrangements were made with tanners, 
manufacturers, and retailers in an endeavour to get a steady 
supply of certain specified lines of boots, which will be stamped 
with a Government mark in guarantee of their quality. No 
information is, however, available yet as to the actual working 
of the scheme. 


III.— BANKING AND FINANCE. 
(a) BANK DEPpoOsITs. 


High prices for exports have naturally resulted in large bank 
balances. The Board of Trade gives a series of figures repre- 
senting deposits in trading banks and savings banks, but exclud- 
ing the interest-bearing deposits of the trading banks. The 
purpose of the table is to calculate the amount by which the 
currency has been increased, but it serves also to show the com- 
parative increase in bank deposits. 


Yearly Totals of Deposits. 


£m £m 
1910 ... ee sco OO: TBE uns an ive. 3a 
2001... ets sos BO} »=OUB. sits sign” Se 
1912 ... sae ‘co ee SERIES ss; wee ise 268 
1913 ... see oe OL FORT .... Si ose, Ol 


This table is abundant evidence of the prosperity that has 
come to New Zealand as a result of the war, because it is no 
banking boom that is represented. Bankers in New Zealand 
have so recently emerged from the troubles that followed the un- 
sound banking policy of the ’seventies that they are not likely to 
begin again the policy of lending money on inflated land values. 
A fair indication of the policy adopted can be found in the ratio 
of advances to deposits, and the following table shows that a con- 
servative policy has been adopted during the war. 
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Comparison of Deposits and Advances in Trading Banks. 














| Ratio of 
| Deposits. | Advances. advances 
| to deposits. 
| £m. £m. Per cent. 
1910 ae rai oe | 20 20 79 
1911 ove eee ooo | 38627 23 84 
1912 one nee oud 26 24 95 
1913 26 24 93 
1914 28 25 91 
1915 | 31 25 78 
1916 38 27 71 





Other evidence can be brought in the advance of credits in the 
Post Office Savings Bank from £17 m. in 1913 to £26 m. in 1916, 
and in private saving banks in the same period from £1,800,000 
to £2,400,000. 


(b) CURRENCY. 


Early in the war period the notes of the six banks operating 
in the Dominion were declared legal tender, and the export of 
gold was prohibited. Gold has gradually been withdrawn from 
circulation and its place taken by bank notes; but there does not 
seem to be any ground for regarding the issue of these notes as 
adding to the currency. The increase of notes in circulation has 
been as follows :— 


1913 ace waa --- £1,700,000 1915 eas ees +». £2,800,000 
1914 ane bes --- £2,000,000 1916 eee eee -.- £4,000,000 
1917 aa das --- £5,400,000 


There have been no further interferences with the currency 
except that 10s. and 5s. notes have been issued. It is interesting, 
however, to note that in 1915, when the foreign exchanges re- 
quired that large shipments of gold should be made to New York 
in order to facilitate trade with Britain, New Zealand, like 
many parts of the Commonwealth, was called on to send bullion, 
and we find an item of £1,181,834 worth of gold in the exports 
to the United States of America. 


(c) War Loans. 


The direct costs of the war are not yet absolutely calculable ; 
but in the Budget of 1918 the amount was put in the neighbour- 
hood of £50,000,000. The actual expenses of the Expeditionary 
Force have been met out of the War Expenses Account, the 
revenue for which is derived wholly from loans, which up till 
March 31st, 1917, had totalled £27 m. Items, such as increased 
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interest on the National Debt and pensions, have, however, been 
paid for out of ordinary revenue. 

In normal times New Zealand is a constant borrower, and 
loans are always falling due, so that the restriction of credit that 
followed the war presented an unpleasant problem. In 1917 
alone £17 m. fell due, but the Imperial Government was per- 
suaded to take over and renew this amount for another thirty 
years, a procedure which saved New Zealand not only the 
expenses of flotation of a new loan, but also a probable increase 
in the rate of interest. The accumulation of war profits in New 
Zealand, combined with financial stringency in the Motherland, 
decided the Government on a policy of local war loans, and in 
the year 1916-17 alone £18,000,000 was raised in New Zealand. 
The cost of flotation is much lower, and where a surplus exists 
such as was provided by the war profits the local loan policy is 
probably justified. In the 1918 Budget provision was made that 
any income-tax payers who did not contribute to the war loan in 
proportion to their income were to be penalised by an addition 
of 50 per cent. to their income tax. As an emergency policy this 
may be doubtfully justifiable; but in normal times the wisdom 
of floating local loans is decidedly open to question. There is 
no surplus of capital in the Dominion, but a very great demand 
for capital in industrial enterprises. If the Government enters 
this limited market in competition with private borrowers, the 
rate of interest must rise and development will be checked. There 
is much to be said for bringing into the Dominion as much 
capital as can be used to hasten development. 

The public debt has, of course, grown enormously, and the 
increase has been in that part of the debt devoted to unproductive 
expenditure. A glance at the following table will show the 
change in the character of our borrowing :— 


Allocation of the Public Debt. 
1891. 1914. 1917. 


£m. £m. £m. 
Reproductive (Railways, etc.) . ne a ae 32 35 
Investments (advances to settlers, ete. % ia aie 2 30 33 
Indirectly productive (roads, etc.) _... aie iss 8 12 13 
Unproductive (war and debt charges, etc.) ... sox.) Soe 21 49 
39 95 130 


_ The finances of the country will need to be carefully handled 
for the next few years, as renewals of the loans falling due will 
become increasingly difficult in a tight market. On March lst, 
1917, loans were outstanding to the extent of £130 m.; in the 
three years, 1920-22, £29 m. will have to be renewed; and in 
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the two years, 1930-31, £36 m. Successive conversions between 
1891 and 1914 had reduced the rate of interest by 15s. per cent., 
but the average rate had risen again 5s. 3d. per cent. by 1917, and 
this tendency will probably continue. 

The position of the debt would be strengthened if the sinking 
funds were improved. All the earliest loans had sinking funds 
attached, but during the long depression that followed the specu- 
lation of the ‘seventies various Colonial Treasurers “released ” 
the sinking funds in order to avoid increasing taxation. In 1910 
the Public Debt Extinction Act was passed, and under it is set 
aside each year a sum sufficient at current rates of interest to 
amount in seventy-five years’ time to the total of the debt. The 
period set—seventy-five years—is much too long, and the amounts 
set aside are very small, so that the funds amounted in 1917 only 
to £1,049,849. Other sinking funds brought up the total to 
£4,263,590, a very poor set-off against a debt of £130 m. The 
average rate of interest earned by the funds is £4 8s. 2d. per cent. 


(d) REVENUE AND EXPENDITURE. 


Both the ordinary and the war expenditure of the Dominion 
have increased a great deal. The Budget of 1916-17 shows an 
ordinary expenditure of £14,058,770 as against £12,493,107 in 
the previous year. The principal item of increase was £842,087 
in the charges for the public debt. Since then there has been a 
considerable increase, and military pensions now amount to over 
a million sterling each year. During the war, expenses were cut 
down by ruthless economy in public works expenditure, which 
fell from £2,760,798 in 1914 to £1,775,513 in 1917. All this 
economy will probably have to be made up, and the two great 
charges, interest and pensions, will also increase, so that there 
seems to be every reason to expect a continuance of the necessity 
for heavy taxation. 

Taxation was heavily increased during the war period, though 
in a time of such prosperity one would like to have seen a heavier 
increase still. The revenue of New Zealand is derived from three 
sources : revenue from lands, receipts from services and taxation. 
Of these, land yields only £300,000 per year and does not offer 
much prospect of elasticity. 

Extra charges were levied on the services rendered by State 
enterprises, like the railways and the Post and Telegraph Depart- 
ment ; but the amount of net revenue derived from this source is 
small. The experience of New Zealand in this connection has 
some relevancy to the projects that would make nationalisation 
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of railways, mines, etc., a means of paying for the war. There 
is always the social factor to be considered, and constant political 
pressure is brought on a Government to reduce the charges to a 
minimum in order to help on some social project—e.g., land 
settlement in New Zealand. Until 1909-10 the railways were 
expected to pay only 3 per cent., and any increased revenue was 
always followed by reductions of freights and fares. The diffi- 
culty of running a Government Department as a business concern 
and providing properly for depreciation and renewals, by charging 
adequate rates, is a very real one. 

Since the war there has not been much increase in the traffic 
on the New Zealand railways ; between 1914 and 1917 the number 
of passengers carried rose from 13,356,000 to 14,173,000, and the 
goods from 6,020,000 to 6,239,000 tons. But, owing to increased 
rates, the gross revenue rose steadily from £4,000,000 to 
£4,800,000, while the expenditure remained stationary at 
£2,900,000. In this way the net revenue was raised from 
£3 12s. 3d. per cent. on the capital cost to £5 5s. 11d. per cent. 

Increased rates of this kind conflict at once with the social 
purpose of State ownership and raise the question as to whether 
the railways are built for revenue or to open up the country. In 
many other undertakings the social purpose would be absolutely 
defeated by raising the charges. Further, any very great increase 
in the charges levied defeats not only the social purpose, but, 
unless the demand is inelastic, the revenue purpose as well. New 
Zealand, which has entered more extensively into State owner- 
ship than most other countries, found that when an extraordinary 
increase of revenue was required, recourse to taxation was neces- 
sary. Unless it can be clearly shown that nationalisation would 
bring some monopoly advantages in the form of specialisation and 
improved organisation, sufficient to set against the probable loss 
of efficiency and still yield a surplus by a reduction of costs, the 
case for nationalisation must rest upon other grounds than 
revenue. Extra revenue obtained merely by raising the charges 
for services is simply indirect taxation. 


(e) TAXATION. 


New Zealand has therefore been forced to rely upon heavier 
taxation. The customs tariff has been extended, a primage duty 
of 1 per cent. was levied on practically all imports, heavier duties 
were levied on high-duty goods, and considerable extensions of 
the preferential tariff were made, notably to all items of apparel, 
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drapery and textiles. The preferential surtax on foreign goods 
now extends to all important groups of imports. 

The land tax was increased by a farthing in the £ on mort- 
gages and an addition of 50 per cent. on the graduated land tax, 
which now ranges from 13d. in the £ on land of an unimproved 
value of £1,500 (less an exemption limit of £500 and further 
deductions for mortgages) up to 103d. in the £ on estates worth 
over £200,000. An additional 50 per cent. is paid by absentees. 

Stamp duties were also increased and extended; but the 
amendments to the Death Duties Act merely altered certain 
exemptions, 

An experiment was made in 1916 with an excess profits tax 
based on the British model. The duty was fixed at 45 per cent. 
of the excess of income over the “standard” income, which was 
calculated as the average income for 1912-14 or the average of 
any two of these years, or the income of any one year, or 74 per 
cent. return on capital plus an allowance for personal exertion. 
This tax was abandoned in 1917 on account of the penalty it 
imposed in practice on the growing business. An amusement tax 
_ was levied in 1917, ranging from 1d. on charges from 6d. to 

2s. 6d. up to 1s. on charges exceeding 12s. 6d., plus 1s. for each 
additional 10s. 

But the great bulk of the extra revenue came from an in- 
creased income tax. Since the 1917 Budget the rates range from 
6d. in the £ where the taxable income is not more than £400 (an 
exemption of £300 is allowed to individuals) up to 3s. in the £ 
for incomes over £6,000. Separate schedules govern the tax for 
campanies, but the maximum is the same. In addition, there is 
a war tax varying from 9d. to 4s. 6d. in the £, so that the maxi- 
mum rate payable is 7s. 6d. 

Income tax receipts have risen accordingly, as will be seen 
from the following table :— 


1914 ... see -- £554,271 1916 ... <a --. £1,392,119 
1915... eas -. £540,318 1917 ... <3 --» £4,262,126 


By means of this heavier taxation the Minister of Finance 
was able to announce a surplus of over £4 m. for the financial 
year 1916-17, and though no extra taxation was imposed for the 
following year, the surplus at his disposal grew to £84 m., a fair 
nest-egg for the future. Provided that fairly heavy taxation is 
maintained, that the sinking funds are strengthened, and that 
no borrowing boom is started to meet the reaction that will follow 
the war, the financial position of New Zealand seems to be 
eminently sound. J. B. CONDLIFFE 
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bo 


THESE three small books unfold a large and, we must add, 
a sinister design. The ability displayed is great and the know- 
ledge wide and minute. As in all the author’s writing the fine 
art of clear exposition and subtle, though elusive, dialectic is 
cleverly employed, often with admirable ease and skill, and it has 
been embroidered with deft phrase and smart epigram, the pro- 
duct of a biting, acid wit, and an acute and lively, if satirical, 
intellect. These characteristics are more evident than warm 
catholic sympathy or a generous enthusiasm even for the cause 
espoused; and the swift rapier-thrust is displaced inartistically 
by the brutal bludgeon-blow or by the crude threat: of the empty 
blunderbuss. For the language used sometimes degenerates into 
the vulgar scream of coarse vituperation, and the tone and temper 
shown are marred by an assertive arrogance and petty caprice 
which are not the less provoking because they may seem to be 
forced, or are calculated to offend. We find it hard to believe 
always that Mr. Cole could seriously credit what he says, and he 
may be sardonically “laughing up his sleeve” when engaged upon 
the occupation he avows to be congenial of trying to shock 
estimable folk. But as he himself does not mince his words he 
will not complain of candour in his critic. He poses in the 
character, and is, we gather, highly pleased with the unlovely réle, 
of a brazen apostle of revolution ; and, according to his repugnant 
but authoritative dictum, the conception of a perpetual “class- 
struggle” is “fundamental” to his reasoning because it cannot 
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be excluded from the ordinary circumstances of our present daily 
life. On reform moderate or advanced he pours ridicule; and 
few preachers or teachers of change are so extreme as to escape 
his vexed condemnation or scornful contempt. We shall try 
to prove that the case is not conclusive, for which his “special 
pleading” is more academic than it is practical and the argu- 
ments put forward are not wholly consistent. But, if the letter 
fail, the spirit can scarcely be misunderstood ; and we should 
be dishonest if we did not say at the outset that that seems to us 
not merely mischievous, but detestable. It was singularly inoppor- 
tune to an extraordinary time of victorious national unity, and 
Mr. Cole is sensible that it may jar on the ordinary mood of 
average Britons, possessed, as he holds, perversely, but firmly, by 
liking for compromise. And yet to such a via media he himself, 
by the irony of fate, resorts in the constructive effort mingled 
with the more favourite business of destruction; for in those 
National Guilds which he brings forward, and regards as the 
probable or inevitable outcome of the changes that he presses on 
the organisation of Trade Unions, we can descry no more than 
a “half-way house.” It is situated between State Socialism and 
‘the Marxists or the Syndicalists. But on the principles elsewhere 
affirmed, and in the disposition vaunted generally by Mr. Cole, 
we can discover little or no reason, or provide a lasting satisfac- 
tory excuse, for this strange halt. Why, we ask, as we rub our 
astonished eyes, should he pause here in his advance? Or, rather, 
why should he of all men travel back to this intermediate point? 
His behaviour, we suggest, is “academic” and the position 
artificial. 

The soaring ambitions to which we haye referred will not 
perhaps be visible on a hasty scrutiny of the first two of the 
three books embraced in this review. But they are related, it can 
soon be seen, to the third no less intimately than they are them- 
selves linked together. Combined they certainly raise issues 
of gigantic interest, if their purpose was originally limited and 
their scope is modestly indicated in the prefaces. The first is 
thus announced, correctly, as “a short! study of the present 
position of Trade Unionism in Great Britain ’’; and the second, 
issuing from the same Fabian Research Department, is defined 
on the title-page, more narrowly, as “a study in payment by 
results! under the wage-system.” Both volumes, too, are largely 
descriptive ; and they, will be welcome for their full and clear 
account of facts and cémpact, convenient summary of opinion to 


1 The italics are ours. 
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many readers who may not agree with particular conclusions 
reached or with the general standpoint taken. We should un- 
doubtedly be grateful for the lucid, and indeed the masterly, 
survey provided in the first three parts of the former of the 
“structure,” the “government,” and the “problems” of Trade 
Unionism, and, in the latter, of the many divisions, sub-divisions, 
and cross-divisions of the multitudinous varieties of wage-pay- 
ment, even by results alone, that have been found to be possible. 
Mr. Cole, it is obvious, has at his ready command a complete 
and accurate acquaintance with the philosophy and the history 
—the theories and the facts—of the industrial world of England 
in all its most recent phases. It is no small aim that he suggests 
when he proposes to provide in some measure a restatement for 
the present generation of the conclusions reached by Mr. and Mrs. 
Sidney Webb in their large standard works on the History of 
Trade Unionism and Industrial Democracy ; and it is, similarly, 
no light task which is essayed to follow, after a long interval, 
the exhaustive ‘general book on the question of wage-pay- 
ment” for which the late D. F. Schloss was responsible in his 
classic treatise on the Methods of Industrial Remuneration. An 
admirable precedent was then set which has been hitherto 
followed by no corresponding sequel. But we are sure that we 
shall receive support for our opinion that Mr. Cole has risen to 
the height required in both respects; and, for the present day, 
gaps which needed to be crossed are adequately bridged by him. 
His exactitude in detail can be as little questioned as his grasp 
of broad principles of comprehensive grouping must be recog- 
nised. A mass of new relevant material has been industriously 
collected. It is thoroughly digested and appropriately arranged ; 
and students of all persuasions therefore may fittingly record 
their debt to so talented an expositor for the means to see and 
judge the salient facts and to learn and appraise the prevalent 
opinions of the Labour world of Britain at the present time in 
connection with Trade Unionism and with wage-payment by 
results. By the exertion of small trouble they can separate for 
themselves, accepting or rejecting as they deem necessary or fit, 
the dogmatic, narrow creed boasted by this robust believer in, 
and triumphant herald of, “class-war.” He indeed loudly 
proclaims, and, as we can well imagine, is ready to administer, 
by consent or force, to submissive or reluctant patients, his own 
revolutionary specific. But in these two books at least apt and 
neat and just description can be parted from the offensive bias 
of rough, rancorous propaganda. 
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For Mr. Cole, as readers of his earlier essays are aware, is no 
discreet diplomatist in economic controversy. He is not anxious 
to reduce by adroit conciliation the number of possible oppo- 
nents. On the contrary, he is more inclined to swell recklessly 
their ranks by haughty defiance or brow-beating truculence. He 
has, as we have just remarked, his pet plan of “reconstruction,” 
to follow the demolition, or débdcle, which he hails with greedy 
joy; and we might have thought that he would seek by plausible 
persuasion or opportune concession firm support for his own pro- 
gramme in quarters likely to be friendly or not actively hostile. 
But his customary attitude is that of an irate schoolmaster chas- 
tising naughty pupils, or of a fishwife scolding rival vendors. He 
is not, nor does he apparently wish to be, an astute negotiator, 
winning golden opinions, as differences are gently smoothed, and 
difficulties are tactfully overcome. He feels, we are sure, more 
gusto, as he shows more aptitude, for the exciting élan of daring 
assault than for the watchful tedium of patient defence. It 
may provoke a smile on the face of cool observers of the repeated 
quarrelling which has beset at most, if not all, times socialist 


agitators in the past, to find this laudatory displayer of the 


cunning new patchwork offered by his National Guilds describ- 
ing, in the last book on our list, the Fabian Society as occupying 
the “left wing’ among reformers who have been tried and have 
proved wanting, on the “right wing” of which the Charity 
Organisation Society will be discovered. They may perhaps feel, 
and show, equal amusement at the stern reproof gravely offered 
to no less high a personage in the hierarchy in which we might 
have expected our own author to be ranged than Mr. Sidney 
Webb. For that stout believer in the necessity and advantage 
of a trained, informed bureaucracy, vested with full authority to 
direct our every movement and supply all needs, is admonished 
by Mr. Cole because in one of his most recent comprehensive 
hand-books of final instruction—that on The Works Manager 
To-day—he “believes” and “assumes” that “manipulation ” of 
men is a “science to be learnt and controlled by the expert 
manipulator.” It is in this third book, as we shall see more 
fully afterwards, that Mr. Cole, if we may use the phrase, “lets 
himself go.” It is addressed significantly to ‘the younger genera- 
tion.” To them, as compared with older, more experienced con- 
troversialists, we imagine Mr. Webb and his companions 
could be more plausibly ridiculed as reactionary rather than 
advanced, or, at any rate, be pictured without improbability as 
imperfectly equipped with a few rusty, antiquated weapons, and 
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not armed “cap-a-pie” in the latest, finished fashion of helmet, 
breast-plate, bomb-thrower, and gas-respirator. Mr. Cole throws 
aside restraint to which he has been subject in the other books ; 
and he appears without disguise in the colours he has chosen 
of revolutionary propagandist. 

In his new account, indeed, cf Trade Unionism we could 
discover signs of a bias similar in spirit to that which, manifested 
more conspicuously in Mr. and Mrs. Webb’s adroit review of the 
past history of that movement, was less evident in their more 
detached survey of its existing constitution, policy, and methods. 
As they interpreted previous developments as tending from the 
first in the special direction to the particular outcome they 
approved and desired, so “industrial,” as opposed to “craft,” 
unions, the rise, the attitude, and the acts of “shop-stewards,” 
and other recent phases, are understood by Mr. Cole as pointing 
surely towards Guild Socialism. In Part IV. too of the first book, 
dealing with “Theories and Conclusions,” inferences and beliefs 
which could be found by opportune search beneath explanatory 
descriptions in the earlier parts are brought nearer to the surface. 
The inclination to a favourite scheme of dectrine and a cherished 
plan of action becomes pronounced in the scrutiny of Wage- 
Payment in the second book. He does not conceal a marked 
difference separating his own treatment of that subject from the 
more impartial investigations of his predecessor, for he declares 
the purpose, of which there was no trace in Schloss’s discussion, 
of handling the “problem from the Trade Union point of view.” 
In fact, disproportionate space is filled with damnatory criticism of 
the fresh device of “scientific management ”’ ; and it is condemned 
irrevocably for conflict with new aspirations of Labour to the con- 
trol of industry. Of that, in Mr. Cole’s forecast, the shop-stewards 
are the obvious heralds, and, when duly trained and properly 
linked with federations of industrial unionism, will be the fitting 
agents. His close inspection of the new expedient of Transatlantic 
origin must be allowed to cast bright light into dark recesses, and 
some at any rate of his grim censure will be thought deserved. 
Acuteness is certainly displayed in the legitimate charge advanced 
against its grandiose pretensions to be “scientific” in the strict 
sense of the term, and in the justified reproach that such arrange- 
ments seem designed to reduce human beings to automata. But 
the particular moral specially stressed is that mentioned above— 
and it follows directly from the investigator’s general standpoint. 
To the topic he returns, with the like intention, as we shall see, 
in the last of the three books enumerated at the head of this 
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review, and there, too, “scientific management” is sentenced 
finally for its opposition to democratic industry. 

While the three books can be thus connected, it remains true 
that in the last the mind of the author has been most frankly 
disclosed. There, too, we can best gauge the full measure of his 
large ambitions. For he boldly aims at imparting a consistency 
which is lacking, and he aspires to lend the sure, methodical 
direction that is needed, to the thoughts and acts of Labour. 
These, or many of these, it will be acknowledged, have not been 
felt, or begun, or at least have not been expressed, or continued 
with their proper accompaniment of harmony and certainty. 
They have often seemed disorderly and tentative. Mr. Cole 
would replace discrepancy, confusion, and obscurity by lucid, 
ordered, definite reasoning, and he would guide, or push, what 
has hitherto been a hesitating or bewildered movement along a 
straight road towards a goal clearly seen and_perseveringly 
pursued. He tries, in fact, to frame in the rounded shape of a 
complete, comprehensive system what has before been developed 
casually in disconnected piecemeal; and such an essay obviously 
runs the risk of becoming ‘“‘academic.” It is very likely to be 
so regarded and described. We are not surprised at the dis- 
satisfaction with which, in this hard, if not doomed, enterprise, 
Mr. Cole complains bitterly of the British as “phlegmatic” and 
“conservative.” He writes in angry, impatient scorn of the 
leaders of Trade Unions as previously prone to deal with facts 
as they arise in the wonted British mood of practical good sense, 
rather than look, or plan, ahead. He considers despondently the 
rank and file of their followers, and sees them obstinately im- 
pervious to theory and ideas. “The standard of intellectual 
interest in the British Labour Movement, and especially among 
the Trade Unions,” we are informed by him, is “extraordinarily 
low.” The remnant left in the ranks of Labour, after adroit 
selection by the “ruling classes” of men of rare quality, “lack 
driving power and constructive imagination”; and those from 
other ‘classes who have been attracted to the Labour Movement 
are often “cranks” or disappointed men. But Mr. Cole, we 
gather, can supply immediately what is requisite, if his inter- 
pretation of what they ought to think be adopted, and his firm 
impulse to their strong action be obeyed, by those whom he 
would thus inspire and direct. Unhappily for this end he would, 
we also understand, use notions and foster prejudices which he 
should know to be exaggerated or absurd; and he constantly 
makes his appeal, in effect, not so much to broad, disinterested 
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hopes for the peaceful, united advance of the whole community 
as to the limited selfishness and stormy passions of one particular 
class, however large it be. For that is what is contemplated by 
the “Labour” of which he speaks. Even if the term has been 
of late loosely extended by slim politicians in the Labour Party 
to professional men working with their brains, it is not apparently 
meant by them, or by Mr. Cole, who agrees with this recent 
development, to include capitalist employers. Yet they may in 
fact “labour” with their heads as hard as, and with even more 
advantage to the community than, those who are in the main, 
by contrast, manual workers. Mr. Cole, indeed, in spite of his 
expressed intentions, does not find himself able to discard the 
abstractions to which he objects when employed by others, such 
as economists, or statesmen, or public men. His “personified 
Labourers” are removed in degree, but not, we suggest, different 
in kind, from the ‘“‘de-personified Labourers” derided as untrue 
to fact. 

A certain ingenuity, no doubt, may be said to characterise his 
attempted reconciliation of the continued influence of the 
organising State, representing the interests and meeting the wants 
of the public as consumers, with the independence of producers, 
controlling their own work. Such management, extending 
ultimately beyond arrangements in the workshops that will be 
the first immediate step to be taken, will be, as he holds, placed 
in the hands of unions organised by industries rather than crafts. 
The doctrine thus outlined of National Guilds has, he confidently 
maintains, the merits, without the defects, of Marxian Industrial 
Unionism. It tries to meet satisfactorily the revolt of Syndicalists 
disgusted with State Socialism. It is based, we are told, on the 
conception that political freedom can be properly found only 
in a combination of the ideas of democracy and function. This 
dictum may seem to savour of academic dialectics ; and yet there 
are both subtlety and common sense in the allied contention put 
forward against the Hegelian philosophy, once favoured, but now 
sternly pronounced “out of date.” This revision suggests oppor- 
tunely that the individual cannot rightly be conceived as wholly 
absorbed in society, and that associations should be treated pro- 
perly according to the purposes they profess and the functions 
they fulfil on behalf of the individuals who belong to them. The 
existence and the recognition of the law, Mr. Cole truly urges, 
may be needed to ensure real liberty, as Green and the Hegelians 
reasoned ; but laws in their turn should conduct eventually to 
fuller freedom for the individual, or they become improperly ends 
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rather than means. And, similarly, emphasis is, as it ought to 
be, laid by him on the Commonwealth, or Commonwealths, more 
as a “‘means” than as an “end.” Still, we are unable to rid 
ourselves of an uneasy reservation that, to the public specially 
addressed, all this dexterous fencing will appear mere intellectual 
gymnastic, withdrawn from wholesome contact with the rough and 
tumble of the ordinary affairs with which they are familiar, and 
that, far from sharing or sympathising with his standpoint that 
he can only “ work in the light of an ideal,” his would-be followers 
may by their attitude for a long while continue to justify his 
admission that the notions he is pressing have as yet a hold on 
an “infinitesimal fraction” of the workers in Trade Unions, 
His speculative theorising is not, as we judge, safe from the 
impeachment of being “academic” in the meaning that it is in 
truth fantastic, and not merely “caviare to the general” and 
unattractive or unintelligible to plain men. It is, we suggest, 
shaped, not to the facts as they are, but as Mr. Cole thinks they 
ought to be; for the severance of consumers from producers, to 
which he is not committed, is only more unreal than the diver- 
gence or the opposition of interests which his scheme of National 
Guilds implies. And, as we shall notice later, significant con- 
cessions that he is forced to make in the face of known circum- 
stances are so limited by him that they fail to correspond with 
the full extent of ascertained practice. He cannot, it would 
appear, resist the fascination of chdéteaua en Espagne. 

In his destructive assault on existing institutions and our 
present arrangements no deft balancing of alternatives is tried. 
The picture offered to his readers is evidently intended to be sharply 
drawn, and is garishly coloured. Suspicion can be cast on its 
vraisemblance, but no doubt will be entertained of its inspiration 
and its purpose. It is, nevertheless, as we shall try to prove, 
neither clear nor wholly consistent. The analysis of the two 
political parties of Unionists and Liberals, equally unkind to both, 
is smart and clever. It is mordantly satirical. Both are stig- 
matised as “capitalist”; and, while Unionists are classified and 
reprobated as (a) the true Tories, (b) the business Imperialists, 
and (c) militarists aiming at world-domination, the Liberals, 
similarly divided on a triple basis into (1) laissez-faire economists, 
(2) Nonconformists, and (3) Radicals, are dismissed contemptu- 
ously for seeking to combine individualism for the rich with 
collectivism for the poor. So ordinary politics and our familiar 
politicians are caustically handled.. Still, as Mr. Cole proceeds 
in his hostile, ironical description of the “ruling classes,” it is 
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surely significant that it is the “busy” and not the “idle” rich, 
the “lean and hungry,” -not the “fat,” men against whom the 
Labour World is especially warned to remain on its guard. Is-it 
easy, we would inquire, to reconcile this broad hint with previous 
or subsequent narrower declarations? Yet the ‘middle classes,” 
we are further informed, enjoying an apparent freedom, which 
is, in fact, illusory, are now servile dependents of Capitalism, but 
they should, being bound to make their choice between the two, 
seek an alliance with Labour. Mr. Cole welcomes, for that 
reason, the growth of organisation among the foremen and the 
supervisors who now incline to belong to the middle classes, and 
he agrees, as we have seen, with the extension of the Labour 
Party to include the professional brain-workers, among whom 
experts in management might be reasonably treated as likely to 
be appropriately ranged. But, nevertheless, he also calls the 
early and the close attention of the Trade Unions of other more 
familiar, older types to the immediate need of training systematic- 
ally men in their own ranks for their new work as the future 
controllers of industry. And again, while he complains that 
capitalists have in the past astutely drained the resources of the 
Labour World by choosing the more competent and more am- 
bitious of its members for advancement, he admits that a parallel 
act has been proceeding. For the “bottom dog,” as he terms 
them, in the shape of the unskilled, had, in effect, remained 
outside, or been shut off from active, potent guidance of, the 
Labour Movement, where the craft unions of the skilled have 
formed a dominant, or even an exclusive, aristocracy. All this 
ingenious, but fissiparous, pleading obviously needs further adjust- 
ment. As it is left by Mr. Cole, some contradiction between fact 
and theory remains and some internal inconsistency is apparent. 
Pure democracy, indeed, as Mr. Mallock has lately shown in an 
able, if prolix, book, if it be not impossible in practice, whether 
in industry or elsewhere, leaves, on the most indulgent: explanea- 
tion, something to be desired, and supplied from outside; and 
an oligarchy of genius or talent should be distinguished in its 
important bearing on the well-being of commonwealths from other 
more dubious and less necessary species of that name. Differ- 
ences of natural ability will tell upon the places occupied by the 
possessors. Supervision of a sort is indispensable, and the work 
of contro] demands ‘a modicum of training and some selection. 
Men are continually moving upwards to positions of command 
by their merits and capacity, as they. remain below in consequence 
of a lack of these. Such are the commonplaces of the existing 
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. order of affairs. They also hold their ground in “reconstruction " ; 
and in Mr. Cole’s designs he cannot altogether forget or ignore 
them, though they disturb the symmetry and mar the complete- 
ness of his argument. His intellectual carpentry is at fault for 
all its huge ambition and its ostensible: cleverness. While each 
separate plank of his platform may exhibit a rude strength and 
offer a bold show of its own,.the morticing together is not exactly 
finished, and the dovetailing leaves some awkward gaps which 
no cunningly woven or-embroidered covering of smart comment 
or fierce assertion can effectually conceal. 

Let us now look for a few moments at some of his concessions. 
The workers, for example, in the Labour movement, we are 
told, “are not entirely propertyless”; they are actually, as we 
are well aware, both corporately and individually, in increasing 
measure every day, possessors and controllers of large amounts 
of capital. “The proletarian outlook on history and economics,” 
we are informed, “is narrow and even doctrihaire, and there is 
danger that one half-truth may replace another.” The bare 
literal fact, we know from abundant illustration, is that working 
men and socialists are equally the slaves of fetishes and phrases, 
and are as prone to narrow dogmas of their own devising, as are 
the members of other ranks of society or those who announce or 
embrace different philosophies of life or systems of economic 
principles. The ‘“‘wage-bargain of the English labourer” is 
admitted by Mr. Cole to be “several removes from chattel 
slavery,” and yet, he adds with blind pertinacity, it is still of 
the “essence of slavery.” This seems a ludicrous misrepresenta- 
tion of the comfortable independence properly enjoyed by many 
a substantial artisan, asking and obtaining increased pay from 
his employer. Especially is this the case if he be backed by 
the collective bargaining of his powerful Trade Union, as perhaps 
Mr. Cole would allow. Yet he solemnly assures us, in apparent 
contradiction to what he himself has, as we have seen, deprecated 
as occurring to many individuals, that the “ordinary man under 
the present economic system simply does not get a chance of 
rising from subservience.” 

It would not be difficult to extract from his chapters a long 
list of exaggerated sentences and heightened phrases ; but we must 
here be content with a few typical quotations. “The disposses- 
sion of Labour by the Industrial Revolution,” and the “inhumanity 
of the factory with discipline imposed from above,” are coloured 
expressions designed to mislead. ‘‘ La carriére ouverte aux talons,” 
‘the beastliness of the present system,” the ‘“ machine-made etu- 
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cation of the poor,” the “cowardice of reformism,” “Lord Meath’s _ 
detestable experiment of Empire Day,” “a stake in the country 
does usually imply a stick in the mud,” may be smart or pre- 
tentious sayings, but they certainly do not hide strong animus. 
The joint control suggested by the Whitley Report is, in a similar 
spirit of stubborn prepossession, doomed by Mr. Cole to failure 
from the outset, because if “overlooks the need for a funda- 
mental change of status.” .‘‘The economic system does not want 
mending, it wants ending,” “palliatives are liable to be dis- 
torted into further means of enslavement,” “‘the class struggle 
is & fundamental fact,” are not very hopeful propositions on the 
lips of anyone, though they fall naturally from those of Mr. Cole. 
Education for efficiency is opposed by him perversely to education 
for citizenship ; and, while as a tutorial class teacher he has been 
connected with the Workers’ Educational Association, he feels, 
we cannot but suspect, even more sympathy than he acknow- 
ledges for the aggressive animosity towards capital, and the in- 
tense eagerness for disturbing change, which characterise the 
rival teaching of the Central Labour College, supported as it is 
by the contributions of the South Wales Miners and the Nationa! 
Union of Railwaymen. They are disposed, we are told by him, 
and know by repeated experience, to place themselves in the 
vanguard of advanced reform favoured by our author. We are 
not astonished that he should admire history as it is written, 
vividly, but by no.means impartially, by Mr. and Mrs. Hammond 
in their painful, though deftly prepared and skilfully executed, 
books on The Village and The Town Labourer. Nor are we sur- 
prised that, after conceding that if “capitalism stopped to-morrow 
@ mess would happen,” he at once adds, in contented acquiescence, 
that en revanche a new order may be expected straightway to 
arise therefrom. We can well believe that he does not “mind 
exasperating many worthy people”; but we feel, nevertheless, 
that he is more formidable, not when he utters nakedly his 
reiterated prophecy of an inevitable class-struggle, hideously un- 
lovely though that be, but when he tries to clothe the confused, 
unformed imaginings of those less able and instructed than him- 
self in the specious garb of a finished system and a rounded 
scheme. 

And, if we now return, in conclusion, to the other two books 
coupled in this review with that to which we have been giving 
detailed consideration, we can find further reasons for doubting 
the stability of the foundations on which such an ambitious super- 
structure has been built. When we inspect the trade unionist 
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world, as he submits it for portrayal, division, sub-division, and 
cross-division, a violent clashing rather than a complete, con- 
tinuing harmony of interests, are the outstanding features on the 
canvas. They are more marked, and, as we should judge, thev 
will be less readily deleted, than the inclination towards Guild 
Socialism, which he selects for special emphasis; and his per- 
spective must be altered if jt is to remain correct. ‘The substitu- 
tion, which he desires and expects, of “industrial” for “craft” 
unions is, he admits, barred by menacing obstacles. It is, indeed, 
hedged round with difficulty. Crafts are interlaced with indus- 
tries, and both run across one another. “Overlapping,” internal 
and external, is very prevalent. Crafts themselves, like indus- 
tries, are, in particular cases, set in sharp opposition, and the 
causes of dispute are fundamental. They may even prove to be 
irremovable. The skilled are not always, or generally, to be 
found working peacefully with, or amicably disposed towards, 
the unskilled, who, in fact, are sometimes, or usually, treated 
more oppressively by their near companions, or by those who 
regard themselves as immediately superior, than by the managers, 
_ or the employers, or the capitalists, parted by a less or more con- 
siderable distance from close contact. ‘‘Demarcation” disputes, 
arising from changes small or great in materials worked, or tools, 
or machinery used, or methods of organisation introduced, form 
notoriously the subject of frequent, obstinate quarrelling, not the 
less acute and stubborn because the occasion may seem irrational, 
or the reasons trifling. Nor is the extension of unionism to fore- 
men and supervisors likely to be smoothly effected in the future, 
while the crux of differences of sex in measuring equality of pay 
is a present perplexity, provoking no small friction. It is, indeed, 
a prolific cause of irritating ambiguity. 

Among railwaymen, Mr. Cole himself informs us, the rela- 
tions of the two chief unions are “distinctly bad.” There is frank 
hostility, for which it is to be feared that the public has some- 
times innocently suffered, between the Associated Society of 
Locomotive Engineers and Firemen and the National Union of 
Railwaymen. The latter, it may be noticed, includes locomotive 
engineers as well as less skilled workers, and is an “industrial ” 
union; but men in the railway shops belong to other “craft” 
unions, and the clerks have an association of their own, which has 
refused, though acting on occasions in unison, to sanction fusion, 
with the National Union of Railwaymen: The success, there- 
fore, of that amalgamation, though considerable, is far from -com- 
plete. In the engineering trade, again, many “inter-union ” 
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quarrels have taken place, and, as Mr. Cole regretfully acknow- 
ledges,‘ serious difficulties “off-set a large numerical member- 
ship” of the organisation, found, notably, in the shape of the 
old Amalgamated Society of Engineers. 

The broad distinction may, it is true, be drawn, as he points 
out, between “craft” unions and “industrial” unions formed 
of all the workers engaged on the work of “common production ” 
or of “common service”; and the latter seem, as he wishes, to 
be. gaining in numbers and power on the former. But what may 
be instructively distinguished as ‘employment unionism,” follow- 
ing the lines of the employers’ associations, may nevertheless 
impinge, as he indicates, on the strict opposition to capitalism 
alone, as such, which is accentuated. purposely in industrial 
unionism ; and what he calls “‘material” unionism, based on the 
use of one kind of material by the members, should be added as 
further complexity in a full account of the practice of com- 
bination. Justly, then, in the chapter on Trade Union “struc- 
ture,” where the theorising of the writer might in consequence 
be described as “academic,” we find the disappointing, but true, 
admission made that “no single principle” can be seen “clearly 
at work” to-day, and that the antithesis between industrial and 
craft unionism, “seldom” present in a “pure form,” is usually 
complicated by subordinate distinctions. He alludes, indeed, 
significantly to an “immense amount” of “sectionalism” and 
“overlapping” as an undeniable, if unfortunate, circumstance. 

The recent growth of Trade Unionism may have been, as he 
maintains, remarkable. For the total membership, doubled 
within ten years, embraced in 1915 “at least” 45 per cent. of the 
male workers, and “perhaps” 10 per cent. of the female, and 
amounted to some four millions, while by 1918 Mr. Cole estimates 
that about five millions of persons belonged to British unions. 
But the strength is unequally distributed in localities and indus- 
tries. In the North and the Midlands it is great, while in the 
South, with the exception of London, it has been small. In 
cotton it is as powerful as it is comparatively weak in wool. Coal- 
mining is most effectively organised, while agricultural labourers, 
until lately, have had little capacity for forming or maintaining 
unions. The newer unions, created largely among the unskilled, 
in the shape of “industrial” unions, are more loose, if also more 
flexible, in structure than the older “craft” unions, to which 
skilled workmen mainly adhere.. The weekly ‘‘contributions ” of 
their members are, by contrast, small, regular “levies” are 
generally unknown, and little or no provision, as a rule, is made 
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for friendly society objects, with the result that the reserve funds 
are not by any means so great in magnitude. From these natable 
differences an explanation is forthcoming of their preference for 
the quick, short strike, as they would not run the risk, and could 
not bear the burden, which confronts older societies, and steadies 
the. action of their officials, though it can disappoint the more 
ardent, less responsible younger rank and file, when a dispute, 
which may be prolonged, is to be faced. But, although aggressive 
unionism of this type, in which Mr. Cole himself evidently feels 
@ keener interest, has latterly become prevalent, the summary 
statement which he makes that a very small number “of effective 
combinations” now “includes a very large proportion” of the 
“total membership ” of Trade Unions has a meaning which can 
be variously interpreted; and there is still, as he also says, a 
large class of societies, consisting almost of single branches, 
scattered up and down the country. 

Nor have we yet finished the tale of conflicting interests and 
cross-divisions which is told by Mr. Cole. As trade councils, 
which have also latterly been growing in number and in influence, 
cut across the “craft” or the “industrial” unions, so federations 
‘and amalgamations are constituted on different principles in 
different cases, and do not take, or keep, a distinct, definite place 
on clear-cut lines of separation. The constituent units retain 
or surrender, in varying measure, their autonomy ; and on the cen- 
tral organisation their dependence becomes accordingly more or 
less pronounced. The national bodies of the Trade Union Con- 
gress, represented by its Parliamentary Committee, and the 
Labour Party, with its Executive Committee, forming together a, 
Joint Board, co-exist with the General Federation of Trade 
Unions ; and they furnish, so Mr. Cole bitterly declares, “no very 
strong or effective nucleus” for Trade Union combination, while, 
internationally regarded, he despairingly proclaims, the British 
Trade Unions “play no outstanding part,” but are properly con- 
sidered to be “somewhat insular in their outlook.” And, when 
he passes from their “structure” to their “government,” he ex- 
hibits similar differences in division of the power. That may be 
variously shared between the local branches and the head offices, 
sometimes directly linked together and at others communicating 
indirectly through some intervening medium or media. It can 
be distributed in one way or another between the General Secre- 
tary and the Central: Executive, sometimes consisting of full- 
time paid officials and sometimes otherwise composed ; or we may 
find also district committees and conferences of delegates invested 
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with varying amounts of authoritative control. ‘The National 
Union of Railwaymen, the Amalgamated Society of Engineers, 
and the Miners’ Federation afford illustrative types of such 
differing arrangements. ‘The law, Mr. Cole urges, may hitherto 
have hindered amalgamation, but financial difficulties and diffi- 
culties connected with the position and the choice of officials 
have also contributed their quota to delay or prevent the move- 
ment he approves; and he considers, as we have seen, the in- 
creasing prominence and the growing assertiveness of shop- 
stewards to be more welcome significant indications of the desired 
trend. They have no idea of exercising limited or subordinate 
functions alone, and will rather be the chief instruments in 
establishing a control of work which must issue at last in the 
displacement of capitalistic management by “democratic” in- 
dustry. That is his sanguine hope and his strong belief for the 
future; but his graphic portraiture of present facts makes us 
pause before we can accept his bold prediction, or be moved 
by his sweeping theory. For division rather than unity, con- 
flicting rather than co-ordinating principles, “‘sectionalism” and 
“overlapping,” mark the actual practice of Trade Unions. 

Let us look, finally, into his thorough analysis of wage-pay- 
ment by results, on which the powerful illumination shed by 
him, unconsciously it may be, confirms the decision we have 
reached. In connection with the opinion and the conduct of 
trade unions Mr. Cole has put beyond dispute their willingness 
to adopt, or acquiesce in, payment by results where the unit of 
production can be readily and definitely measured ; and this, he 
shows, is noticeably the case with the “repetition” work brought 
on so enlarged a scale by the exigencies of the war. A further 
condition recognised and urged by the unions is the possi- 
bility of ‘collective bargaining” in the settlement of piece-lists 
and the like. ‘I'rade Unions, he argues conclusively, are funda- 
mentally concerned with the establishment and the maintenance 
of “standard” rates. Their rules and regulations cannot be 
fairly cited as enjoming expressly, or even as implicitly recom- 
mending, or countenancing, the practice, reprobated by their 
critics, both friendly and hostile, of “‘ca’ canny.” But they do, 
in fact, with reason, strenuously object to “price-cutting,” or 
“speeding up,” and they endeavour frankly to limit strictly, or 
prohibit altogether, these injurious acts. And, as the privilege 
given to them by the Trades Disputes Act of legal exemption 
from the consequences of certain “torts” is represented by him 
in the first of the two books as a compensating corrective for 
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Jegal disability in the matter of amalgamation, so in the second 
‘their attitude to the unregulated introduction of fresh machinery, 
to the unfettered use of improved methods of organising work, 
or to the “dilution” of a body of skilled workers by the larger 
admixture of unskilled labour of lower ability or shorter training, 
or of a weaker sex, is explained and justified by their previous 
experience of the probable action under such promising circum- 
stances of employers, or their foremen, anxious to secure the 
services of labour at rates or costs below the standards formerly 
established. . 

Mr. Cole’s review of the pros and cons of piecework, from the 
standpoints of employers and employed and of the public, is “full 
and fair,” and his scrutiny of scientific management generally, 
and of its particular favoured expedient, the ‘premium bonus 
system” in its various forms, if severe, is not, as we have said 
before, unjustified. That efficiency may be found to impair 
freedom; that an arrangement is not recommended if it is so 
highly complicated that it becomes unintelligible to the ordinary 
workman ; that, appealing powerfully to individuals as a stimulus 
to additional exertion, such a mode of remuneration cuts across 
and weakens the sense of the solidarity of Labour as a class; and 
that it renders more impassable the gulf opened between the 
position of the worker and the acquisition of control over the 
management, are considerations duly emphasised. They demand 
attention, if they may seem to other critics to have varying 
degrees of force, and these may be reluctant to accept the further 
contention, strongly urged by Mr. Cole, that the chance of un- 
employment is thereby increased. Nor are we disposed here to 
dispute the pertinence of his unfavourable remarks on_profit- 
sharing, which possess less novelty than those directed against 
scientific management. But the general impression conveyed to 
our own mind by his whole discussion of wage problems is the 
variety and, we would add, the elasticity of the wages system. 
For to individual payment by results, in the many forms so care- 
fully distinguished here, Mr. Cole adds rightly different kinds 
of collective payment, some of which deserve approval, while 
others are not improperly visited with his disapprobation. It is 
surely a hard belief, difficult to admit without reserve, that with 
this wonderful adaptability to differing circumstances the system 
should be doomed to disappear, and that during its continuance 
the receivers of such varying payments on such diverse principles 
should be submitting, one and all, subserviently to a degrading 
slavery, however “gilded” be their “chains.” 
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We cannot but think that this improbable consequence could 
only have been reached through that “‘de-personified abstraction ” 
from the actual facts of industrial life which Mr. Cole scornfully 
rejects in the opening paragraphs of his third book. And yet it 
is the self-same writer who furnishes the instructive and 
elaborate accounts of the many sorts of Trade Unions, with their 
actual conflicts and their potential strife, and of the host of 
‘present and possible modes of paying wages by results, to say 
nothing of other methods of remuneration, and who welcomes 
with frank delight as a uni /ersal circumstance of to-day the “class- 
struggle,” though it be not, as some suppose, “red revolution,” 
but may, on the contrary, he reassures us, appear as “orderly as 
a prayer-meeting.” Still it is to be pushed remorselessly by all 
workers in common, desirous of emancipation from their “servile 
state,” to eventual triumph over their tyrannical oppressors in 
the persons of capitalist-employers. Can this paradox be satis- 
factorily interpreted? Can it be rationally understood? Is it 
justified? We at any rate prefer, if we must make our choice, 
to-belong to those who, “professing to believe” that “after.the 
war” we shall put “sordid antagonisms ” behind us, are, accord- 
ing to Mr. Cole’s grim humour, “either too good for this world 
or too bad for the next”; for we should not like to be reduced 
to the gloomy alternative of arguing sombrely with him that 
“beneath the unity of every one of the contending Common- 
wealths”” in the recent glorious fight for ordered freedom and 
civilised progress against barbarian autocracy “is the smouldering 
reality of the class-struggle.” We see no historical or logical 
necessity for this sour moral, nor have these three books supplied 
us: with convincing proof that it is apposite. 

L. L. Price 


THE CHARTIST MOVEMENT. 


The Chartist Movement. By the late Marx Hovent, M.A. 
Edited and completed with a memoir by Professor Tour. 
(Manchester University Press, 1918. Pp. xxxvii +327. 78. 6d. 
net.) 

The Chartist Movement in its Social and Economic Aspects. 
By Frank F. Roseynuatt, Ph.D. Part I. (Pp. 248. $2.) 

‘The Decline of the Chartist Movement. By Preston WILttaM 
Stossox, Ph.D. (Pp. 216. $2.) 
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Chartism and the Churches: A Study in Democracy. By Haroun 
UNDERWOOD FAULKNER, Ph.D. (Pp. 152. $1.50.) 

Being Nos. 171, 172, and 173 of the “Studies in History, 
Economics, and Public Law” issued by the Faculty of Poli- 
tical Science of Columbia University. (Agents: Longmans. 
1916.) 


We are experiencing quite a literary eruption on the subject 
of the Chartist movement. First came in 1913 M. Dolléan’s 
work on “Le Chartisme,” then followed Dr. Schliiter’s book, “ Die 
Chartistenbewegung,” 1916; we have the three American euthors 
mentioned above dealing with various aspects of the Chartist 
movement, and we are further told in the preface to Mr. Hovell’s 
book that Mr. Julian West, who helped to bring out the book 
after the author’s death, has a completed volume on the subject 
in manuscript, the publication of which is only delayed by the 
war. 

All the four authors have largely consulted the mass of 
memoranda and pamphlets collected by Francis Place, who pasted 
into some hundreds of volumes extracts relating to all aspects of 
the social history of his time, covering roughly the period from 
1790 to 1850. The British Museum has the larger part of this 
invaluable collection, which is known as the Place Collection ; but 
Professor Seligman has acquired part of these documents for his 
library in New York, and it is from this source that the American 
writers have largely drawn, while Mr. Hovell has used the British 
Museum collection, and has produced the first book on the subject 
published by an Englishman since Gammage wrote in 1854. 

Mr. Hovell was a lecturer on military history in Victoria Uni- 
versity; Manchester. He was killed in France in August, 1916, 
when trying to rescue one of his men from the fumes of a mine 
explosion. The book was finished and brought out by Professor 
Tout, who has written the final chapter of 52 pages, dealing with 
the decline of Chartism after 1842. The concluding section of 
this chapter, on “The Place of Chartism in History,” is one of 
the most valuable things in the book. 

It is difficult to understand at first why a movement which was 
such a fiasco should have attracted so much attention in recent 
times. Chartism was an outburst of Radicalism caused by the dis- 
appointment of the working classes with the results of the Reform 
Bill. They had, so it seemed, only exchanged the domination of 
the upper class for that of the middle class. The Charter of 1888 
was intended to secure political power to the lower class, and that 
was the aim of the famous six points—universal suffrage, annual 
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Parliaments, equal electoral districts, removal of property qualifi- 
cation, the ballot and the payment of members. When these poli- 
tical objects were attained the working class, so it was thought, 
would be in power, and would be in a position to put an end 
to the economic distress which was specially acute at the end 
of the ‘thirties, and which had its origin in the after-effects of 
the French wars and the changes in industrial mechanism. The 
whole movement on its economic side gained point from the 
bitter opposition felt for the new Poor Law of 1834, which the 
manual worker considered had deprived him unjustly of his “bread 
money” or allowances, and offered him the bastilles, or new 
workhouses, in its place. 

While the six points of the Charter and other parts of their 
programme have been largely realised with the exception of annual 
parliaments and perfect equality in electoral districts, the credit 
cannot be claimed by the Chartists. They only retarded the pro- 
gress of democracy. As Professor Tout says, “not a single article 
of Chartist policy had the remotest chance of becoming law until 
the movement had expired ’’ (p. 302). Nor were they more suc- 
cessful on the social side. They had no constructive programme, 
and could not make up their minds as a whole whether they wanted 
to go backwards or forwards. They were not agreed as to whether 
the movement was to be strictly constitutional or whether it should 
rely on force. They had no distinguished leaders or great person- 
alities. They meant, if successful, to repeal the Poor Law and 
establish a ten-hour day, but such were ‘“‘the contradictory ten- 
dencies within their ranks that Chartists could agree in little save 
negations. . . . When a more positive remedy was sought, the 
divergent schools parted company ”’ (p. 307). “The utter inex- 
perience of the Chartist leaders in the give and take of practical 
affairs, their abhorrence of compromise, the doctrinaire insistence 
on each man’s particular shibboleth still further accounted for 
their impotence in action.” 

The real interest of the Chartist movement lies in the 
fact that it was one of the many sides of the general social 
unrest and attempted social amelioration of the second quarter 
of the nineteenth century. In France there were St. Simon, 
Fourier, and other Utopians advocating a total reconstruction 
of society, and preparing ultimately for the French Revolu- 
tion of 1848. The beginnings of Marxian Socialism, which Pro- 
fessor Tout considers owes a great deal to the Chartists, are to be 
found in this period. In England in the ‘thirties Owen was pro- 
claiming revolutionary doctrines, and was helping to combine all 
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the workers in a single vast organisation to control all industry, 
and his efforts found expression in the Trades Union movement of 
1834. Co-operative undertakings were springing up, free trade 
had its devoted adherents even among the working classes, though 
it was really a middle-class movement financed by manufacturers. 
Benthamite Liberals were reforming the municipalities and were 
trying to sweep away all the shackles which hindered a man from 
seeking freely his own welfare. The Tory reformers under Lord 
Ashley were obtaining increasingly effective Factory Acts, and 
beginning in the ’thirties with children they went on in the ’forties 
to include women, and passed from regulating textiles to mines, 
thus showing that they intended to fight all industrial and social 
evils, and not merely the new factory system. 

Trade unionism of the now well known type of the great 
national amalgamated societies began to emerge after the failure 
of the revolutionary movement engineered by Owen; a successful 
turn was given to the co-operative movement by the Rochdale 
pioneers ; the finance of the country was put on a new basis by the 
income tax ; railways were developing rapidly and were creating a 
revolution in commercial methods as well as greatly increased 

‘opportunities for employment; banking was reformed; the Corn 
Laws and other tariffs were for the most part swept away; and 
England was preparing in her great iron works to equip the world 
with economic tools. She was also preparing to teach it how to 
live in towns by the sanitary reforms which Chadwick was initiat- 
ing. Factory inspectors and main drainage have been the two 
great English inventions of the nineteenth century. The ‘thirties 
and ‘forties were years of tremendous constructive achievement, 
both social and economic, by all classes. In that period Chartism, 
which occupied the stage in the years 1837-1842, alone seemed 
to be a failure, and that failure largely explains the fact why we 
did not have a revolution in England in 1848, when every other 
important country of Europe, except Sweden and Russia, had revo- 
lutionary outbreaks. This alone would make the movement of 
importance to historians. With the great interest taken to-day in 
all labour movements there has been a revival of interest in the 
Chartist movement because it was “the first movement of modern 
times that was engineered and controlled by working men,’’ and 
although they learnt far more from and accomplished far more 
through trade unionism and co-operation, Chartism had an educa- 
tional value, and as such has its place in the history of the labour 
movement. 

It is a mistake, however, to treat the Chartist movement as a 
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thing apart; that is why books on the movement seem so ill- 
balanced. It is only one of the many sides of the labour move- 
ment of its day, and only one aspect of the efforts of the great 
Victorians in the direction of industrial betterment. 

Mr. Hovell has two very useful chapters on the Industrial 
Revolution and the rise of anti-capitalist economics and social 
revolutionary theory, and his detailed account of the whole move- 
ment up to 1842 will be indispensable to anyone who wishes to 
write the social history of the first half of the nineteenth century, 
and to fit all the diverse religious, political, educational, and econo- 
mic movements of that period into one mosaic with a definite 
pattern. 

Dr. Rosenblatt is principally concerned with the economic 
conditions which called forth the Chartist movement, and does 
not take the movement beyond the Newport Riot. His book is 
an industrious, unilluminating chronicle of events up to the middle 
of 1840. ; 

Dr. Slosson deals with the decline of the Chartist movement 
from 1841 to 1853. He sets out to examine “why a. popular 
movement, so generally supported by the unenfranchised classes 
of Great Britain as was the Chartist agitation, should have been 
abandoned without attaining the programme of reforms to which 
it was pledged.’’ He considers Chartism was a class conscious 
movement which failed owing to the general improvement in 
economic conditions, which removed the main economic grievances 
of the working classes, after which the political claims had little 
or no vitality. ‘‘The root difficulty was that the aims of the 
party were really economic rather than political, while its pro- 
eramme was purely political” (p. 148). He, however, recognises 
the difficulty of accomplishing anything constructive when the 
leaders had such divergent aims. ‘lo William Lovett the Charter 
was but one element in a general programme of social ameliora- 
tion by voluntary effort and popular education. To Feargus 
O’Connor it was the political counterpart of a new peasantry 
re-established on the land stolen from their forefathers, and 
removed for ever from the factory towns. To the Reverend Joseph 
Stephens, to John Frost, and many of the other early leaders 
Chartism meant the repeal of the New Poor Law. To J. Bron- 
tine O’Brien it meant currency reform and the nationalisation of 
land rents. ‘To Ernest Jones Chartism was proletarian Socialism. 
. ... Each of the leaders of the Chartist Party had his views ot 
the ultimate aims to which the Charter was a means, and urged 
them in season and out” (p. 147). 
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Dr. Slosson bas made a valuable contribution to: the social 
history of the period with which he deals. 

Dr. Faulkner deals with the Chartist movement from a quite 
original standpoint, viz., from its connection with the religious 
movements of the time. He aims at examining the attitude of 
the various religious bodies towards the new democracy and the 
religious currents operating within the movement itself. Hence 
his four chapters are concerned with the attitude of Chartism 
towards the Church, the Chartist substitutes for Christianity, and 
the attitude of the Church of England, the Wesleyans, and the 
Nonconformist bodies towards what he regards as ‘the first dis- 
tinctly proletariat agitation of modern times,” and his verdict 
is that “organised Christianity deliberately refused the leadership 
in political and social reformation, and the burdén was taken up 
by the proletariat” (p. 120). This view seems hardly fair to 
Lord Ashley and his following, or to Owen, Chadwick, Bright, 
Cobden, and others, nor does it account for the fact that the 
Chartist agitation disappeared before the reforms carried out 
under middle-class rule, as Dr. Slosson has shown above. The 
examination of this side of the movement is, however, very inter- 
‘esting, as it brings out the interaction of religion and economic 
conditions which is beginning to be realised more and more for 


earlier periods. 
L. KNOWLES 


THE NATIONAL INCOME. 


The Division of the Product of Industry: An Analysis of National 
Income before the War. By Artuur L. Bowtey. (Oxford 
University Press. 1919. Pp. 60. 2s. 6d. net.) 


No reader of the JouRNAL with any serious interest in the 
distribution of income is likely not to have read Professor 
Bowley’s masterly contribution to the subject by this time, so 
that I need not waste space in summarising his conclusions, 
which appear to be eminently sound, though they have excited 
some indignation in minds of undue optimism which find the 
atmosphere under his wet blanket somewhat suffocating. 

It seems more useful to attempt to pave the way, or at least 
to throw down some road-making material, for a consideration 
of the amount and distribution of the product of industry during 
the war. Unless statisticians and economists will give some 
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time and energy to this subject, it seems probable that during 
the years of lassitude and painful recovery following the war 
the question will often be asked and left unanswered, ‘“ Why 
were we so much better off during the war?” Continued 
failure to answer will involve great dangers. The bourgeois 
economist, intent on winning the war, laughed when his char- 
woman said: ‘‘This war has made many a happy home.” Will 
he laugh when the charwoman’s son, experienced in the art of 
fighting and hardened by familiarity with its horrors, says: 
“When I was in the trenches you gave me my pay and lots of 
bully-beef, and you gave mother an allowance: if you could do 
it then, you can do it now, so why should I work? Didn’t Lloyd 
George promise me @ happier England?” ‘The question is not 
part of Professor Bowley’s subject, and he does not deal with it 
except incidentally in a couple of sentences on p. 54. “The 
large income and lavish expenditure of 1918 were mainly due 
to the great inflation of prices, and partly due to borrowing from 
abroad and calling in capital. No one can reckon what the pro- 
duct of 1918 would have been worth at pre-war prices; the unit 
of value is unstable and unknown.” 
“The large income” is, of course, the large sum of money 
at. which the aggregate incomes of all the inhabitants of, or, 
more strictly, all the persons domiciled in, the country are valued. 
Did this sum, which was, J suppose, between 50 and 100 per 
cent. more than the corresponding sum for 1913, represent a 
‘product of industry” increased by as large a percentage? That 
Professor Bowley does not think so is implied by his saying that 
the largeness of the sum of money “was mainly due to the in- 
flation of prices,” and all reasonable persons will agree with him. 
But this seems to indicate that though “no one can reckon what 
the product of 1918 would have been worth at pre-war prices,” yet 
we believe ourselves capable of comparing the magnitude of the 
product of 1918 with that of 1913, to this extent at any rate, that 
we are prepared to say that the product of 1918 was not as much 
greater than that of 1913 as the (money valuation) income of 
1918 was greater than that of 1913. How do we measure? Not 
by applying index numbers of prices in 1913 and 1918 to the 
money valuation of income for the two years, because many 
people know nothing about index numbers of prices, and those 
who do would feel it hopeless to apply them, having regard to 
the enormous difference in the qualities and in: the kinds of the 
articles constituting “the product.” It is bad enough to find 
tough or over-salted bacon instead of the old article, and mar- 
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garine for butter, but worse when “tanks” are substituted for 
touring cars and aeroplane bombs for whisky. Confusion is 
rendered worse confounded when a particularly dangerous form 
of labour ceases to be bought from free men at the price it will 
fetch, but is obtained by compelling a large section of the people 
to serve at rates which would not, in fact, have tempted them. 
The differences are of the same kind as those which would pre- 
vent us from using the method of index numbers for comparing 
the magnitude of the product in the reign of William the Con- 
queror with that of 1900, even if we had the requisite prices. 
The fact seems to be that when prices and aggregate prices fail 
us, we form our estimates of magnitude of product from our 
knowledge of the amount of effort put forth and the various 
conditions regulating the productiveness of effort prevailing at 
the time. No one supposes that the product of industry of the 
Australian aborigines was large: asked why we believe it to 
have been small, most of us would be content to answer some- 
thing to the effect that we know that their numbers were small, 
their industry not great, and their knowledge and instruments 
of a very low order, “‘so that they could not have produced much.” 
‘The same answer would be given about the product of the people 
of this country in the time of William I., and we must follow 
the same line of thought in comparing 1918 with 1913. 

About the aggregate of labour performed in this country, 
including that of the army abroad and of the sailors afloat, there 
is no doubt. The aggregate number of persons at work in- 
creased considerably, and of those who worked, some worked 
both harder and longer, some perhaps not quite so hard, but 
sufficiently longer to more than counterbalance the reduction 
of intensity of labour during the time worked. So we should 
expect an increase of product, if we had to think only of the 
amount of labour. But its productiveness also has to be taken 
into account. Did a given amount of labour effort produce more 
or less? First let us consider labour emploved in producing the 
things ordinarily required for peaceful purposes. Here we may 
admit a certain gain arising from greater willingness and agility 
of mind among the workers who continued in ordinary industry, 
and also a certain gain arising from “increasing returns” in 
certain industries when the labour employed was simply reduced. 
We may be sure, for example, that a reduction of labour employed 
on a farm from ten to eight generally raduced the product by 
less than 20 per cent., even without any increase of personal 
efficiency, so that the productiveness of the eight men’s labour 
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was increased. On the other hand, the substituted labour was 
generally much worse than the old; that of the women and boys 
was constantly inferior from want of muscular power, and that 
of old or unfit men who emerged from retirement or from idle- 
ness and professional unemployment was for the most part con- 
temptible. Moreover, organisation was thrown into confusion 
by the war owing to interrupfion of communications with the 
outside world and all sorts of Government demands for men and 
things, besides interminable well-meant but hampering regula- 
tions. On the whole it seems likely that the productiveness of 
industry in procuring things of ordinary peace consumption 
diminished. 

Secondly, we have to think of the war products. In this 
province no one can fail to recognise an enormous increase in 
the productiveness of labour if we measure it by quantity and 
quality of articles, such as shells and aeroplanes, and of services 
such as firing shells at given targets and curing wounds. And 
we must reckon it in that way. The labour did produce what 
it was immediately intended to produce, though the war itself 
was not productive, but destructive ; if the war could have been 
avoided altogether by the exercise of common sense, that no more 
disproves the greater productivity of labour in making shells than 
the fact that rabies need not have been introduced into the 
country would disprove greater productivity in making dog 
muzzles. 

The proportion of.the aggregate labour employed in pro- 
ducing war products and the increase of productiveness in this 
province were both so large that we can scarcely avoid the con- 
clusion that they must have outweighed the loss of productiveness 
in regard to peace products, so that in regard to all kinds of 
products taken together productiveness increased. 

But if both the labour and the productiveness of labour in- 
creased, we cannot fail to admit that the product of 1918 must 
have been greater than that of 1913, so that the rise of (money 
valuation) income in 1918 does to some extent at least represent 
an increase of “real income” in the sense in which that term 
is most commonly understood. 

It is very pleasant to have an addition of £50 to your income, 
but if the year in which the addition takes place happens un- 
fortunately to be one in which you have to pay doctors and a 
nursing home £200, you are not better but worse off than in the 
year before. So in the great war, though the product and “real 
income” increased, the world in general was worse off. The 
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product was so largely of a non-enjoyable and even destructive 
kind. Instead of making things and doing things which gave 
comfort and pleasure to each other, people made things and did 
things as unpleasant as possible to their neighbours, and the 
increase was in these things. 

That small sections of people should have been better off in 
spite of the general loss is not surprising. We are not even 
surprised if we find that on the whole the gain has been greater 
than the loss in some of the States which remained neutral for 
the whole or most of the time. But it is certainly surprising 
to find that a very large section of the people of one of the prin- 
cipal belligerent countries, the “working classes” of the United 
Kingdom, should be generally believed to have had “a very good 
time” in an economic sense (¢.g., not reckoning pain of wounds, 
grief for lost relatives and friends, fear of aircraft bombs, etc.). 
How can we explain it? 

The goodness of the time is no doubt largely exaggerated by 
the ordinary apprehension. People are so used to regarding 
expenses as fixed that it is difficult for them not to think them- 
selves better off with £2 a week than with £1, even if the £2 
“‘goes no further” than the £1 did. Moreover, deterioration in 
quality is apt to be overlooked. Bread seems to be bread what- 
ever it is made of, and when war underclothes do not keep out 
the cold we are apt to ascribe the fault to the weather. When a 
workman is suffocated in a railway carriage by the presence of 
fifteen others and takes double the old time on the journey, it 
does not strike him that he is paying the Government which 
takes his fare the same money for a less service. If his increase 
of income were al] taken away in taxes of which he was con- 
scious, he would still think he was better off, since now he could 
pay taxes and yet live as well as before. Moreover, no one sup- 
poses the “good time” to have been universal: here and there, 
at any rate, working people distinctly lost. 

But when all allowances are made, it seems difficult to denv 
that the working classes in this country were as a whole some- 
what better off than before the war. Anyone who is inclined 
to deny it will probably admit that they were not much worse 
of, which, in the circumstances, is only a little less surprising. 
Why, we may ask, were they not much worse off ? 

In the first place, in ordinary times the whole product is not, 
as Adam Smith erroneously supposed, consumed. A considerable 
part of it is said to be “saved.” Most of this part consists of 
material equipment in the shape of additions to the stock of 
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houses, ships, factories, etc., within the country, and the rest 
of it consists of things which are sent abroad either to form 
sources of income themselves or to purchase sources of income 
for inhabitants of this country. Now during the war addition 
to material equipment at home and foreign property abroad wholly 
ceased. The labour thus set free was made available for war- 
production and for the production of immediately consumable 
peace-goods. 

Secondly, in ordinary times a very large amount of labour 
is employed in maintaining the existing material equipment in 
good condition. This could not be dispensed with altogether— 
we were compelled to replace fallen slates on our roofs and 
broken rails on our lines of railways. But everyone knows that 
houses are in much worse condition than usual, and everyone 
conversant with business knows that renewals, if not repairs, 
have been very seriously postponed in almost all branches of pro- 
duction, and that stocks of everything have run down enor- 
mously. The labour which would in ordinary times have been 
keeping up the material equipment was diverted to war-produc- 
tion and the production of immediately consumable peace-goods, 
and its diversion helps to explain why the people were still able 
to obtain as much as they did of those peace-goods. 

Thirdly, instead of sending some of its product abroad to 
bring in future income, the country took the opposite course of 
selling the property of inhabitants abroad and borrowing money 
abroad in order to secure the immediate import of consumable 
goods. Stocks and shares in the United States and elsewhere 
were exchanged for immediate bread for the people, and the 
bacon over which we grumbled was bought with money borrowed 
there—that is to say, it has not yet been paid for. 

It was chiefly the tapping of these resources that enabled the 
country as a whole to get through the war with so little real 
privation. Further relief was obtained by a temporary reduction 
in the production of babies: as soon as the war had got into 
full swing, the separation of husbands and wives brought about 
its naturai effect, and the absence of some three-quarters of a 
million very young children was a substantial help. 

That none of these resources could be of a permanent 
character is too obvious to need insisting on. The Prodigal Son’s 
father was able to kill the fatted calf because, in the absence cf 
the wastrel, he had gone on producing and saving; he was not 
a community which could only say : “My son, I regret that there 
is no calf; we ate the last old cow a week ago. But I have 
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inany Bradburies and War Bonds, and one match; let us at least 
warm our hands at a cheerful blaze.” 

I suppose that, in addition to thus “living on capital,” the 
working classes were to some extent assisted by a certain redis- 
tribution of consumption in their favour. Rationing cut down 
the housekeeping expenses of the well-to-do, in spite of the 
increased cost of food, so that they must have eaten less or 
economised more, and this left more for the poorer classes. They 
left off buying clothes, and their abstention partly explains the 
magnificence of the girl munitioners. They replaced no worn 
furniture. Their domestic servants left them to assist in the 
production either of war-products or of peace-goods, which would 
not be entirely for the well-to-do. Altogether they consumed a 
great deal less than before the war, and the working classes 
derived benefit about the same in kind and degree as they do 
in ordinary times from a diversion of the income of the rich 
from expenditure on consumption to saving. What will be the 
end of it—whether the well-to-do in the future will themselves 
have to pay the whole of the interest on their war loans or will 
get some of it from the working classes—is as yet uncertain. 

On the whole it seems likely that the redistribution of con- 
sumption was quite a small matter compared with the “living 
on capital.” But I should like to see the question treated 
seriously in a statistical manner, if that is at all possible. 


EDWIN CANNAN 








REVIEWS 


Money, Its Connexion wtih Rising and Falling Prices. By 
Epwin Cannan, M.A., LL.D., Professor of Political 
Economy in the University of London. (London: P. S. 
King. 1918. Pp. 66. 2s. 6d. net.) 


ORIGINALLY intended as a supplementary chapter of the 
author’s “Wealth,” this little work grew under his hands, and 
became suitable for separate publication “with a title likely to 
make plain the application of its argument to present conditions.” 
The writer aims at assisting the reader ‘‘to acquire some clear 
notion of what makes the value of money change.” Professor 
Cannan has succeeded perfectly in this endeavour. The little 
book is a model of lucid exposition. In verification of this judg- 
ment we may refer to the felicitous illustration of index-numbers 
as used to measure variations in the level of general prices (p. 5). 
The parable is too long for insertion here, and its anecdotal charm 
would suffer by compression. Among the “clear notions” which 
are impressed with new force is the doctrine that, in J. 8S. Mill’s 
words, “money is a commodity, and its value is determined like 
that of other commodities.” Professor Cannan makes some 
advance on the classical theory when he argues that the law 
restricting the use of silver as legal tender beyond £2 and that 
of bronze beyond Is. “has nothing to do with the value of the 
silver and bronze coins” (p. 32). A notable contribution to 
monetary theory is the proposition that when the coin is not 
convertible into free bullion, convertible notes may be issued in 
quantities as great as inconvertible notes, and with the same 
result. 

‘* Convertibility of the note into coin is deprived of all its virtue when 
laws against melting and exportation of the coin are present and effective. 
Convertible notes can then be issued without check, just like inconvertible 
notes, and consequently can drag down the value of money below that of 
the bullion contents of the coin, and give rise to the same phenomenon—- 
a rise of general prices, including the price of bullion’’ (p. 54). 

Professor Cannan’s modesty finds traces of this theorem in Ricardo, 
but we think that it is largely due to his own originality. 
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Considered as a clear restatement of first principles, with some 

novel deductions, the work leaves no room for improvement or 
criticism. But with reference to the avowed purpose of applica- 
tion to present conditions it might be well to advert to the wide 
distance which in political economy separates principle from prac- 
tice. The application which the general reader will probably 
make is to the question whether “inflation” can be affirmed of 
present monetary conditions. He will understand the term in 
some such sense as Professor Pigou (Economic JouRNAL, 1917) 
has assisted us to define : say a rise of general prices due to in- 
expedient and culpable action on the part of Government with 
respect to the monetary and banking system. Now the culpa- 
bility may be reduced by a circumstance which Professor Cannan 
has well described. namely, the depreciation of gold in conse- 
quence of its extrusion from monetary use in belligerent coun- 
tries (p. 24). In view of this circumstance it seems probable 
that only a fraction of the rise in prices in any particular country, 
say our own, is due to the action of its Government. All the blame 
which may be deserved by Governments collectively must not 
be fastened on any particular Government. In matters of inter- 
national rivalry, what is true in composition, as the logicians 
say, is not equally true in division. In further excuse for the 
Government’s action may be noticed a point of theory which 
Professor Cannan, properly intent on the larger generalisations, 
has not emphasised. He well says : 
‘the value of a precious metal is dependent on just the same things as 
the value of eny other metal ’’ (p. 10); ‘* the value of the metal is deter- 
mined in the same way as that of other commodities by the same kinds 
of influences acting on demand and supply "’ (p. 25); ‘* the value of money 
is not an anomalous or even very peculiar thing but depends in the same 
way as the value of other commodities upon the various influences which 
affect demand and supply ’’ (p. 68). 


It might have been well to add that, besides the generic resem- 
blance between the value of metallic money and other commodi- 
tis, there is also a specific difference. There is the tendency of 
value to be inversely proportional to quantity; a tendency 
modified by changes in the “rapidity” with which money cir- 
culates, or goods change hands. Now a modification of this 
kind may be relevant to the present inquiry; if, for instance, 
we surmise with Professor Lehfeldt (Economic JournaL, 1918, 
p. 111) that the present rise of prices is partly due to a diminu- 
tion in the frequency with which each piece of goods (including 
services) On an average changes hands. An estimate of the 
amount of currency which might be required to keep prices stable 








216 THE ECONOMIC JOURNAL [JUNE 


(regard being had to the increased activity of industry and the 
monetary requirements of the Army) would be baffled by the 
change in rapidity. Yet another point of theory deserves notice 
in this connection. It is true enough for the purpose of an out- 
line to affirm, with Professor Cannan, ‘we do not measure, and 
we do not want to measure, value in labour cost of production ” ; 
to deny that “value can and must properly be measured in labour 
cost of production instead of in commodities and services” (p. 57). 
But for some purposes, we submit, it is proper to define the 
change in the value of money by relation to difficulty of pro- 
curing it, rather than the amount of commodities and services 
which it will procure. We hold with Professor Marshall that 
there is a “real” value of gold measured by its power of pur- 
chasing, not commodities, but labour (Precious Metals Com- 
mission, 1887, Q. 9625). “‘A person who borrows a peck of green 
peas in April and returns two pecks in June . . . has not even 
returned the corpus of the loan” (Indian Currency Committee, 
1899, Q. 11,765). A currency allowed to increase on the ground 
that labour was less productive—things more difficult of attain- 
ment in consequence of impediments to transport, dislocation of 
industry, and other incidents of war—might perhaps be described 
in a phrase stigmatised by Professor Cannan as “issued in 
response to a general demand.”’ As well observed by Mr. William 
Shaw (Quarterly Review, January, 1919), “if prices rise and the 
volume of the currency media remain stationary, there will be a 
currency pinch or hunger.” May we not add with Mr. Shaw, 
“with a restricted currency the immense credit operations of the 
present war could not have been safely carried through.” If some 
rise of prices in sympathy with the dearth incident to war is 
proper, if the right mean is difficult even to define and still harder 
to realise, there is some defence for inclining towards that extreme 
which at least offers the advantage of obtaining necessary resources 
without delay or hitch. The economist in his study quite pro- 
perly elaborates counsels of perfection ; as Ricardo argued against 
the practice of borrowing to meet the expenses of war. But 
some allowance may be made for the statesman who, intent upon 
obtaining resources necessary for the preservation of his country, 
is tempted to act upon the maxim, “rem, si possis recte, si non 
quocunque modo rem.” Professor Cannan’s work is a valuable 
aid to the fulfilment of the first precept. 


F. Y. EpGeworru 
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STSTHMA AHMOXIAS OIKONOMIKHS TOMO A, 
MEPOY B. IZTOPIA THY EAAHNIKHS AHMOSIAS 
OIKONOMIA® AIIO TON HPQIKON XPONOQN MEXPI 
THE STSTASEQS TOT EAAHNIKOT BASIAFIOT. 
THO ANAPEOT MIX. ANAPEAAOT. Athens: 1918. 


THE study of economic history has been aptly compared to the 
investigation of geologic fossils. The scrutiny of primitive forms 
throws light on recent developments, alike in biology and political 
economy. Indeed, the economic fossils are the more interesting. 
in so far as similar types are apt to recur. Of evolution in 
economic doctrine it is particularly true that 

‘¢ The course of time will swerve, 
Crook and turn upon itself in many a backward winding curve.” 


The mastodon and the icthyosaurus will not again appear on 
earth; but the prejudice against interest, the postulate that 
prices should be “just,” and other ancient or medieval dogmas 
seem continually to revive. Many are the parallels which Pro- 
fessor Andréades has drawn between the economic institutions 
- of ancient Greece and those of modern Europe. Even in heroic 
times the duties of the people to their chief have some analogy 
with the burdens of the modern taxpayer. The obligation of 
military service sometimes took the form adopted in Belgium 
(before the war). according to which one member of a family 
was selected by lot to serve as a soldier. Exemption from what 
we should now call Conscription could sometimes then, as till 
recently in some countries, be obtained by purchase. The wealthy 
Echepolus, who procured abstention from the Trojan War by 
presenting a fine mare to Agamemnon, is the prototype of modern 
shirkers. 

The archaic institutions of Sparta also afford interesting 
wnalogies. The curiosity which the manners of this wonderful 
people excite justifies Professor Andréades in digressing from his 
strictly economic theme into e wider survey of the Spartan polity. 
Of the historians who, from Nenophon to Grote, have extolled or 
disparaged the Spartan régime few have treated the subject with 
such freedom from partiality and prejudice as the modern 
Athenian. As regards the economic character of the people, there 
appears no reason to question the verdict of Aristotle, that the 
system had made the State impecunious and the cifizens 
avaricious. The decline of population which proved the ruin of 
Sparta was due partly to the ‘positive check” imposed by war, 
but largely to what Malthus might bave described as a “moral 
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check,” the fear of bringing into the world children destined to 
be pauperised. 

Outside Lacedzmon the rise of tyrants in many Greek cities 
claims the attention of the economic historian. Like the Medicis 
and the Napoleons, the ancient tyrants were expensive; thev 
spent much on public buildings and om war. The ancient writers 
dwell at more length than modern paraliels seem to require on 
the personal extravagance of the despots, and on their anxiety 
to keep the citizens occupied so as to deter them from hatching 
conspiracies. 

Taking a general view of the fiscal systems prevalent among 
the Greek republics, Professor Andréades attributes serious con- 
sequences to their generally too narrow basis of taxation. Hence 
the pecuniary straits in which they were continually involved ; 
hence the resort to expedients which violated the independence 
of the citizen and sacrificed the individual to the State. 

These features are most distinctly seen in the economy of 
ancient Athens. There the consequences of Socialistic taxation 
are clearly exhibited. Of course, in pointing the moral for use 
ut the present time we must bear in mind the so-called “rela- 
tivity” of economic truth, or, rather, policy. A levy on property 
in a small city was less liable to be evaded than, say, the property 
tax in the United States. A curious difference between the 
working of a levy on capital in ancient as compared with modern 
times, results from the high rate of interest then prevalent. A 
large percentage of the capital could then be paid out of interest 
without trenching on the capital. Again, the burdens borne by 
the wealthier citizens had often the appearance at least of being 
undertaken voluntarily. Notwithstanding these points of contrast, 
we doubt not that in a comparison between the attacks on pro- 
perty prevalent in the Greek republics and those with which we 
are now threatened the similarities are more important than the 
differences. Our philosophic historian agrees with the wisest of 
the ancients that the exploitation of the propertied classes led 
to the impoverishment of the people as a whole. This is a true 
saying which Lycias puts into the mouth of a rich client: “By 
making me poor you will injure yourselves.” But the desire for 
immediate gain and the passion for levelling down prevailed with 
the many. Our author appears right in attributing to this cause 
largely the downfall of the Athenian democracy—‘the noblest 
of the peoples recorded in history.” 





The finances of the Byzantine Empire are next considered. 
But we shall not now enter on this subject, as it is not completed 
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inthe present volume. We might have expected that the economy 
of Athens would be followed by that of the Macedonian Empire 
and the so-called Hellenistic period. But the author has seen fit 
to defer these portions of his history to a subsequent volume. It 
must be remembered that the present volume has the character 
of a fragment. It is, as set forth in the title, the second part 
of the first volume. Following high precedents, for instance that 
of Professor W. R. Scott—not to mention Homer—Professor 
Andréades hurries his reader in medias res. The justification of 
the order adopted will be apparent when the work is published 
as a whole. Along with that consummation 2 translation into 
one or more modern languages is promised. We trust that English 
will be one of those languages. Our literature will be greatly 
enriched by acquiring the work of one who corabines in a remark- 
able degree the often dissociated qualities of economic insight and 
historical research. He not only arranges economic fossils and 
explains their significance; he also searches for and finds new 
specimens. 
F. Y. EnGewortu 


Works Committees and Joint Industrial Councils. A Report by 
A. B. Wore. United States Shipping Board Emergeney 
Fleet Corporation Industrial Relations Division. (Phila- 
delphia. January, 1919. Pp. 254.) 

Arbitration and Wage-Fixing in Australia. Research Report 
No. 10, October, 1918. (National Industrial Conference 
Board, Boston, Mass. Pp. vii+52.) 

Linemployment and American Trade Unions. By D. P. SMELSER, 
Ph.D. Johns Hopkins University Studies in Historical and 
Political Science. Series XXXVII,, No. 1. (Baltimore : 
The Johns Hopkins Press. 1919. Pp. 154. $1.25.) 


In the debate on the 1847 Factory Act Joseph Hume told the 
House of Commons “that any man who took upon himself to 
direct another in his ordinary affairs, told that other that he knew 
his affairs better than he himself did, and that he could manage 
them better. He held that the common sense of the working 
classes was capable of enabling them to take care of themselves.” 
Up till the outbreak of the recent war this quotation might have 
at any time been given as typical of the common thought of the 
organisers of production. The “harmony” of capital and labour, 
the right of the individual factory-owner to “self-determination,” 
the right of the employer to say what is to be produced and how 
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it is to be produced—it has seemed impossible to get beyond 
these ideas. The volcanic processes of the war have done much 
more than set crowns and thrones a-tumbling; men have been 
forced to think and to act on their thoughts. Where the thought 
has gone sour with age, like the queer mixture of Marxism and 
anarchism which forms the mertal capital of the Bolshevist, the 
result is disaster; but fortunately there has been much fresh 
thought, and it is significant that most of it, from Guild Socialism 
to Whitley Councils, is directed towards the same end, the direct 
participation of the worker in the control of industry. The new 
element, the attention to the human factor, distinguishes the 
reformer of to-day from the collectivist of twenty or thirty years 
ago, even when both are willing to sign the same economic basis. 
One wonders what Joseph Hume would have thought of it all! 
There is to-day an almost universal admission that the existing 
system of private production in coal-mining has broken down, and» 
the Sankey Commission is proceeding to consider schemes of 
nationalisation, of which one put forward by the Miners’ Federa- 
tion proposes that mining shall be controlled by a Mining Council 
composed as to half its membership of persons representing that 
Federation. Transport is to be put under the tutelage of the 
State, at least for a period of vears. Central power stations are 
to be State-owned. How far is the process to continue? That 
is a question not to be answered here, nor can even an attempt 
be made to discuss the effects of joint management of industry 
on international competition. Our more modest purpose is to direct 
attention to the very remarkable report which forms the first of 
the books at the head of this notice. It is true that it is not 
“official” in the full sense ef the term; the opinions are the 
opinions of the investigator alone, but it was prepared because the 
United States Shipping Board anticipated that the continuance 
of the war “would undoubtedly have been attended by serious 
strain in the relationships between employers and employed.” Its 
real significance is that it should be published at all, and especially 
that it should be published in the United States. 

The author’s belief is that “a square deal and maximum effi- 
ciency are mutually cause and effect and inseparable.” The func- 
tion of the nineteenth century was the organisation of the purely 
physical productive forces, with the result that “labour became 
more and more a cog in a mighty and intricate machine.” “ Being 
in the nature of an engineering function—fitting things together 
—ianagement, especially in our modern impersonal industrial 
organisation, has had a tendency to neglect the human element, 
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which neglect is about as disastrous as it would be for an engineer 
to forget to oil the bearings of his machine.” With the beginning 
of the twentieth century came in “scientific management,” but 
its practitioners regarded labour “practically in the same light as 
that in which they regarded their machinery and raw material, 
namely,-as something to ve shaped, manipulated, adjusted, put 
in its proper place, and left to perform its allotted task with 
automatic regularity and monotony.” Now is the time, says the 
author, for a new system, that of “co-operative management,” 
in which the human factor shall be recognised, the mental atti- 
tude of the worker understood. If this is revolution, the present 
system is “antagonistic management.” “The man who thinks he 
is ‘ managing his own business without the interference of labour ’ 
and who thinks he is getting efficiency out of his plant even if 
his employees are restless and discontented, is probably labouring 
under an illusion ; his workmen may be taking every opportunity 
to ‘get even’ and ‘ put one over on him’ by all the semi-uncon- 
scious and intangible tricks and practices to which any aggrieved 
class or person will become habitually addicted.” Mr. Wolfe 
analyses the worker’s attitude psvchologically and finds that their 
“instinct of self-expression is violated by the at.ocratic adminis- 
tration of industrial establishments.” Workmen are not consulted 
about arrangements of plant or changes of process, not even about 
individual hirings or dismissals ; “the worker does have a vested 
interest, in the psychological sense of the term, in his job,” on 
which the life of his family depends. The inhibition of natural 
instincts inevitably leads to soreness, suspicion, and hostility, and 
the modern organisation of industry conflicts with the idea of 
modern democracy that “no class is to be regarded as the means 
to the interests of another class as end.” 

Such is Mr. Wolfe’s diagnosis of the disease; his cure is “‘a 
machinery and a spirit in which all concerned shall have effective 
voice in matters which concern all.” This does not mean joint 
control in everything. ‘Responsibility for the execution of policies 
and for the administration of technical detail must be left with 
the plant management. Determination of policies relating to 
the commercial end of the industry—purchase, sales, advertising, 
financial policy, etc.—must ordinarily be left to the responsible 
representatives of the owners of the plant.” To the last section 
there may be exceptions, as when the Photo-Engravers’ Union of 
New York drew up a new price list for their employers, which the 
latter accepted. There are left working conditions, wages, hours, 
and all matters affecting the interests of the emplovees to be the 
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subject of joint control. The suggestion of such control “does 
not come from the thin air of idealistic theorising,” but from the 
very solid considerings of British business men. Mr. Wolfe 
describes minutely the proposals of the Whitley Committee and 
the attitude of the business world to them; they are now so 
familiar in the tripartite scheme of national councils, district 
councils, and works committees that we need not stop to detail 
them. He concludes that underneath them “rests the conviction 
that co-operative management and industrial solidarity are neces- 
sary to the development and maintenance of the highest degree 
of industrial efficiency, which will be necessary if England is to 
hold her own in post-bellum commercial competition.” The full 
plan, however, seems to him to be too thorough for American 
conditions, since “it is necessary to remember that English in- 
dustry is much more highly and effectively organised than is 
American, both on the side of labour and on that of employers.”’ 
He concentrates, therefore, on works committees, either in the 
form of workmen’s committees or of joint committees of labour 
and management. Into all the details of organisation we need not 
follow him, since, as he truly says, they must vary from industry 
to industry, from district to district, and even from works to works. 
Most instructive is his account of the various committees that 
have been set up in war industries both in Britain and in the 
United States. It is significant that in the latter country they 
have usually been imposed by the Government, and ‘“un- 
doubtedly,” he says, “the works committee plan will encounter 
difficulties here greater than those in England. Employers’ atti- 
tude is probably not so favourable here.” How far the war com- 
mittees instituted in the United States will continue in times of 
peace is doubtful, but the accomplishment of the Loyal Legion 
of Loggers and Lumbermen in establishing an eight-hours’ day, 
in raising wages, in improving sanitation of camps and mills, in 
setting up welfare work, and in de-casualising labour is distinctly 
encouraging and cannot be altogether lost. Generally speaking, 
Mr. Wolfe wishes to build up on the basis of the shop stewards 
and in close alliance with the existing trade unions; the diffi- 
culties arising from the different ideals of craft and industrial 
unions do not escape him nor those attaching to the position of 
foremen. Instructed sympathy on the part of the management 
und the sense on both sides that they are engaged not in pursuit 
of their individual interests, but in a common service to the nation, 
are the principles on which he relies for the solution of all 
problems. 
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To draw a parallel from: modern medicine, Mr. Wolfe seeks 
to keep the body healthy, the other two books on our list deal 
with the cure of existing disease. ‘The National Industrial Con- 
ference Board, which issues the pamphlet on Arbitration and 
Wage-Fizing in Australia is “a co-operative body composed of 
representatives of national industrial associations, and organised 
to provide a clearing-house of information, a forum for construc- 
tive discussion, and machinery for co-operative action on matters 
that vitally affect the industrial development of the nation.” 
Eighteen employers’ associations—cotton, hardware, wool, boot 
and shoe, founders, etc.—are members. The wage boards of Vic- 
toria and the arbitration courts of New South Wales and the 
Commonwealth of Australia are familiar to students, but it is 
worth while noting the fact, well brought out in this new account, 
that while the former are based on conciliation and the latter 
on compulsion, each has achieved more success in proportion as 
it has amalgamated the apparently opposite principle. Neither 
plan has been undeviatingly successful in preventing strikes, but 
in New South Wales “the irresponsible character and tempera- 
ment of the miners” is responsible for most of the disputes. The 
Commonwealth Act is of importance for the principles laid down 
by Mr. Justice Higgins—that competition is to be maintained, 
that the employer is to be “free to put the utmost pressure on 
anything and everything, except human life,” that there must be 
i) minimum living wage based on “the normal needs of the average 
employee, regarded as a human being living in a civilised com- 
munity.” The anonymous author pointedly remarks that “the 
Australian people accept a practical State Socialism. They are ready 
to endorse social ideals and give them legislative and economic ex- 
pression.” And again: “In Australia the principle of unionisa- 
tion of labour is not merely passively accepted, but actually 
fostered, a situation radically different from that which obtains 
in the United States.” One would imagine that he sympathised 
with Mr. Wolfe’s ideas, and, indeed, his remarks have no little 
hearing on the possibility of the acceptance of co-operative 
management. 

Dr. Smelser’s monograph on Unemployment and American 
Trade Unions originated in an investigation which he carried out 
when a member of the Economic Seminary of the Johns Hopkins 
University. He analyses the statistics of unemployment, mostly 
non-existent and where existing dubious, except in the case of 
those kept by the Bricklayers’, Masons’, and Plasterers’ Union, 
the Pattern Makers’ Union, and the Flint Glass Workers’ Union. 
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Next he discusses the trade union theory of unemployment, local 
union employment bureaux, union agencies for the distribution 
of workmen (travelling benefits), distribution of employment (short 
time, rotation of employment, dismissal in inverse order of 
seniority), and unemployment benefit and insurance. Much of 
his book reads like rather ancient British trade union history, 
especially in his account of the working of the trade union “lump 
of work” theory. On the basis that there is only a certain amount 
of work and that the more one man does the more someone else 
will suffer, it is easy to understand the policy of apprenticeship, 
of the closed trade, of restriction on output. Still, it is decidedly 
curious to find the Plumbers prohibiting their members from 
using bicycles and motor-cycles in working hours because “a 
plumber could cover twice as many jobs that way.” “The Balti- 
more local union of Plumbers prohibits its members from tele- 
phoning to the employer when they are out jobbing to know if 
there are any more jobs in the neighbourhood.” It is equally 
instructive to note that in seasonal trades the policy of restriction 
of membership tends to de-casualise labour by creating alternative 
employments ; thus the Union of Elevator Constructors gives per- 
mits to ironworkers in busy times, so does the Union of Brewery 
Workers to employees in other seasonal trades, the Flint-Glass 
Workers’ Union to machinists. After a few pages of Dr. Smelser 
one soon begins to think out fresh arguments for Mr. Wolfe. 
Henry W. Macrosty 


War Time Control of Industry: The Experience of England. By 
Howarpv I. Gray, Professor of History in Bryn Mawr 
College. (New York: The Macmillan Co. 1918. Pp. xix + 
307.) 


Few people, perhaps not even Mr. Harold Cox, will deny that 
in time of a great war it is necessary for a State to exercise con- 
trol over national industry. Fewer still will agree as to the Iessons 
to be drawn from that experience. Some will sturdily maintain 
that it only demonstrates afresh what an irate director called 
“the blighting influence of governmental control’; others with 
no less emphasis will demonstrate that concentration of the effort 
of whole trades in national interests was impossible until the 
“captains of industry” were brigaded and regimented through 
the cohesive influence of a few civil servants. There is a universal 
admission that the war disclosed an unexpected reserve of pro- 
ductive capacity, but here again opinions differ as to the relative 
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importance to be attached to the wholesale scrapping of antiquated 
machinery, to the elimination of wasteful competition, to the 
introduction of precautions against fatigue, to the cessation of 
trade union “practices.” On one point only does everyone agree 
—that there is something to be learned. There must be abund- 
ance of information lying about somewhere. We have had con- 
trollers of this and directors of that without number, committees 
and commissions seem to have been tumbling over themselves, 
there has been every kind and every grade of control that could 
be imagined in some industry or other. This has given cause 
for amusement to the ignorant and foolish, material for gibes to 
the smeller-out of jobs and-bureaucrats. In honest truth, what 
has happened is that for the first time the complexity of modern 
business has been made manifest to the public gaze, and the public 
has found little better to do than to jeer at the attempts to bring 
it into order and to direct it for the first time to public ends. 
It is earnestly to be hoped that the vast stores of information 
about British industry will be made public; the lessons of the 
costings system should not be allowed to perish with the Ministry 
of Munitions; before they fade away let the directors and con- 

‘trollers unburden themselves of their secrets, their successes, and 
their failures. The nation has conducted a marvellous experiment 
and has paid for it ; it has the right to know all the results so that 
it may profit by them. 

Pending the publication of this great body of material, refer- 
ence may usefully be made to Professor Gray’s book. It is not 
proposed to summarise it here; to do so would be to copy out 
his introduction of eight pages, it could not be done in less. In 
successive chapters he deals with the railways, munitions and 
labour, the coal mines, wool and woollens, hides and leather, 
shipping, food (sugar, meat, and bread), and agriculture, tracing 
under each heading the progress of Government interference and 
control up to the end of 1917. It is a pity that in the attainment 
of his object, the instruction of the American people, he had to 
write so soon, for by so doing he has missed the most interesting 
part of the history, the experiences of 1918. He has beer unable 
to go into full detail—in particular an analysis of the financial 
history of the Ministry of Munitions would have been instructive 
—and there is much criticism that he either is unaware of or has 
passed over. Still his facts are generally accurate and such slips 
as have been noticed are of a trivial character. His comment is 
restrained and usually sound. In a final chapter he deals with 
British and American conditions. “England,” he says, “‘ since 
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the eighteenth century has been the classic land of laissez faire. 
Until recently her latter-day statesmen have done little to fetter 
the free play of competition in industry and commerce except 
where competition has been clearly detrimental to the welfare 
of her people.” In the United States ‘tradition and sentiment ” 
were “favourable to governmental regulation of industry,” so that 
of the two. one might expect the United States to be more dis- 
posed to control at the end of 1917, but that Great Britain by 
force of circumstances would take “more radical action.” In 
American phrase this comparison is “quaint.” 

What one will really look forward to with interest, when all 
the facts are available, is an instructed criticism of the British 
methods of food control with the United States system of 
licensing wholesalers and retailers. The threat of the with- 
drawal of the licences if profiteering were proved seems to have 
been effective, at first at least, but the economic condition of the 
two countries as regards food supply is very different. 


Henry W. Macrosty 


The War Debt and How to Meet It. By J. E. ALten. (London: 
Methuen and Co. Pp. 147. Small 8vo. 5s. net.) 


“THE aim of this little book is to trace the growth of the War 
Debt, to examine the real meaning of the Debt, and to discuss 
proposals for redeeming it.” Unfortunately, a good aim does not 
ensure a good shot. 

We are told that the first War Loan raised £332 millions. 
The terms of issue of the second and third Loans are given, but 
the amounts raised are not stated. The net amount borrowed for 
the war on November 30th last is given as £6,501 millions, but 
it is not stated how this is arrived at, and a guess is made that 
by April next the debt will be £8,000 millions. This is surely a 
very inadequate account of the “growth of the War Debt.” Upon 
its ‘real meaning” we find no new light. As to redemption, a 
Capital Levy is dismissed as impracticable and unjust, and the 
author’s own proposals are put forward for balancing the budget 
by raising some £500 millions a year from a recast Income Tax. 

In grasp of his subject and closeness of reasoning Mr. Pethick 
Lawrence compares favourably with his critic, whose main point 
of attack is the assumption that the rich have grown richer during 
the war. From the last Income Tax returns and from the table 
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of 387 selected securities published in the Bankers’ Magazine on 
October 18th last, Mr. Allen concludes that, allowing for the 
altered purchasing power of money, the rich have grown poorer. 
In this he may or may not be correct, but it cannot be proved 
by his method. Before we can draw trustworthy conclusions from 
the revenue figures we must have a more thorough understanding 
of the meaning and inwardness of the figures. In this respect the 
author has little confidence ‘even in himself. He says: “I have 
tried to-calculate what proportion of the national incomes falls to 
the various classes by taking the allowances on incomes between 
£300 and £700 a year. But the results thus obtained were so 
absurd that it seemed better to take some assumed figure for the 
total income and to divide it among various classes by guess- 
work,” At another point he can make nothing of the Inland 
Revenue returns of gross income, taxable income, and abatements, 
etc., and says “one must infer that there has been a serious, 
perhaps an immense, leakage.” Gratuitous inferences of this kind 
show the insecurity of his statistical footing. 

Turning to the constructive proposals we find a “‘guess-work ” 
division of the national income into six classes, of which the limits 
-of income are respectively £75, £200, £500, £1,000, £3,000, and 
above £3,000. An attempt is made to show that a “virtual tax ” 
of nil, 1s. 6d., 3s., 4s. 6d., 6s. 6d., and 8s. 6d. in the £ on these 
classes would yield over £480 millions. This result assumes that 
no abatements or allowances are made. If we abate £75 from 
the class £75-£200, a “virtual tax” of 3s. 6d. in the £ instead 
of 1s. 6d. would be required from this group to give the result 
predicted. An alternative method is suggested. ‘Or one might 
divide the national income into four quarters of £800 millions 
each, exempting Class I. and taxing the other three classes at 
2s., 4s., and 6s. Here, again, no abatements are allowed. Mr. 
Allen’s table puts half the national income into the group under 
£200 per annum, and he does not advert to the fact that these 
small people have also to pay indirect taxation and local rates. 
Schemes so manifestly unfair to the great majority of the elec- 
torate are of no practical assistance. How to adjust the Income 
Tax fairly, and with due regard to the existence of other public 
charges (a limitation constantly overlooked) is a complex riddle 
to be solved by less simple methods. The Royal Commission must 
do better than this. 
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Henry Hiaes 
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The Taxation of Capital. By Str ALFRED W. Sowarp, C.B., and 
W. E. Wintan. (London : Waterlow and Sons, 1919. Pp. 
xvi+408. &vo. Price 18s. 6d. net.) 


THE authors of this volume must be added to the list of Inland 
Revenue officials, past and present, who have enriched our 
financial literature with expositions, historical, legal and statis- 
tical, of taxation in the United Kingdom. The title of the present 
work is too wide, and will disappoint those who look for a critical 
examination of such questions as the arguments for and against 
the taxation of capital and the methods adopted or suggested for 
taxing it. They confine themselves in effect to a history of our 
death duties with a chapter on capital wealth and a brief account 
of capital levies and of death duties outside the United Kingdom. 
The self-denying ordinance to write “nothing whatever . . . with 
the intention of influencing or supporting any particular line of 
political thought” limits the scope of the work, which is written 
from the standpoint of the lawyer and the official rather than 
from that of the economist. Within these limits the book will 
rank as a valuable source of reference upon the subject with which 


it deals. 
Henry Hiaas 


I Fattort Demografic: del Conflitto Europeo. By LANFRANCO 
Maro1. (Atheneum, Roma. 1919. Pp. 594.) 


Stcnor Maro1’s analysis of the demographic factors which in 
his view made the war inevitable is wonderfully complete, but he 
has only dealt with European countries. The vital statistics of 
the different nations and races are tabulated with the greatest 
care. German colonisation and commercial penetration are dis- 
cussed country by country, and the ineffective attempts to de- 
nationalise Poland, Schleswig, and Alsace-Lorraine are described. 
The race problems of the Austro-Hungarian Empire receive full 
treatment. Dominian’s Frontiers of Language and Nationality 
in Europe does not present such a comprehensive view of the 
subject. But the chapters devoted by him to Turkey in Asia and 
his excellent maps form a useful supplement to Maroi’s work. 
The table of errata omits some notable mistakes, such as ‘‘ Russia” 
for “Prussia” on page 208, “31°58” for “71°58” on page 445, 
and “‘Caucaso” for “Carpazii” on page 559. 

The author’s fears in connection with the infiltration of Ger- 
man elements into France and Switzerland seem exaggerated. 
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Considering geographical and other circumstances, it is hardly 
a matter for surprise or complaint that Germans have played a 
prominent part in the wonderful industrial development of 
Switzerland, while France possesses in a pre-eminent degree 
the quality which the greatest races have exhibited of absorbing 
alien elements. The penetration of Italy was much more serious, 
but, unfortunately, the matter is disposed of in two short pages. 
This is curious in view of Maroi’s recognition of the fact that 
“Ttaly . . . nourished unconsciously an invisible enemy, which 
threatened its independence and poisoned the spirit and conscience 
of its citizens.” 

Maroi accepts Gini’s views that the root cause of great wars 
is to be found in demographic factors, and applies it to the late 
war, as Gini remarks, “with prudent reserves.” Immediate or 
“occasional” causes are to be distinguished from the ultimate 
or “primordial” one. The former only fire the train laid in the 
course of a long evolutionary process. 

Gini has supplied an elaborate introductory note. He points 
out that Angell’s thesis that war involves permanent loss to both 
victors and vanquished met with general acceptance. But he 
‘does not believe that the recognition of its truth will prevent 
future conflicts. The ostensible causes of the wars of successive 
ages—women, religion, dynastic aims, liberty, economic necessity 
—have changed with changes in men’s ideals and prevailing in- 
terests. They have been put forward consciously or uncon- 
sciously to justify war in the eyes of the contending peoples, while 
the real determining factors have eluded notice. 

Having ruled out such causes he proceeds to discuss general 
theories on the subject. He dismisses, for sufficient reasons, 
Novicow’s argument that wars are really a matter of hereditary 
custom, and the related theory that natural selection favours the 
survival of combative races, and so perpetuates war. He admits 
a kernel of truth in the view that wars spring from inveterate 
antipathies aroused by physical and psychical race differences. 
These antipathies provide a nidus for the microbes of war. If 
they were themselves the microbes, a fresh war would break out 
as soon as the antipathetic peoples had recovered from the effect 
of the last one, and we should not find a nation engaged in 
deadly strife with another nearly akin to itself, and in alliance 
with others with which its natural ties are much less intimate. 

The idea that wars are due to an upsetting of the balance of 
total population, or of total population and wealth, between 
different countries gives a demographic explanation, but does not 
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cover all cases. It was not increased pressure of population on 
the means of subsistence which induced Germany to assault its 
neighbours. To complete the theory Gini holds that account 
must likewise be taken of similar differences among social classes’ 
in a single nation or in two or more nations. He concludes that 
“armed conflicts between peoples or between social classes are due 
to the arousing and exacerbation of human combativeness in all 
or in some classes in face of the obstacles which the physical and 
psychical differences of the populations oppose to the tendency 
of the various social elements to distribute themselves conform- 
ably to their natural force of expansion.” 

Inside a nation the fact that the higher classes increase more 
slowly than the lower makes a current from below upwards essen- 
tial for harmonious social evolution. If the current is dammed, 
the result is revolution. If the inhabitants of a nation as a whole, 
or particular classes in it, become redundant, they tend to pene- 
trate other nations where similar conditions do not prevail. This 
penetration encounters “political barriers, economic antagonisms, 
linguistic differences, discordant ideals, all the obstacles which 
at bottom spring from race differences.” In the end friction 
becomes so acute that war is inevitable. 

A wise peace settlement should change the environment of a 
number of the demographic factors and render them for a time 
innocuous. But in the nature of things the new equilibrium will 
be unstable, and Gini probably regards the idea that war can be 
abolished as an idealist’s dream. 

The course of his argument seems designed to lead up to the 
general conclusion that the generating cause of war is always to 
be found in demographic factors. But he sees that this is incon- 
sistent with historical fact, and guards himself by saying that 
“primary” wars spring from demographic factors, while 
“secondary ” wars may be due to other causes. No definition of 
these two classes is given. But no doubt at the least “primary ” 
wars are intended to include those great struggles occurring at 
long intervals which result in a complete readjustment of national 
forces. Nations, like individuals, become locked in deadly con- 
flict when they are overmastered by passions such as fear, anger, 
greed, or that overweening self-esteem and contempt of the rights 
of others which the Greeks called #8pis. Demographic factors 
are not the only things that kindle to fever-heat these passions in 
nations or in individuals who direct the destiny of nations. It 
seems futile, therefore, to look for any single generating cause of 
war. In the case of struggles such as those of the Barbarians 
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with the decadent Roman Empire, in which the nations of modern 
Europe were born, demographic factors were all-important, and 
they played a great part in the production of those gadflies of 
passion which drove the German ruling class and the German 


people along a fatal path to a predestined end. 
J. M. Dovutr 


Man and Machine Power in War and Reconstruction. By 
CapTain J. W. Petaven, R.E. (Retired). (Published by the 
University of Calcutta.) 


THE volume contains five lectures delivered in Calcutta. The 
first four deal, with much repetition and in a somewhat disjointed 
fashion, with plans for industrial reform on co-operative lines, 
while the last contains Captain Petavel’s ideas on the housing 
problem in towns. The assumption underlying all the proposals 
made is that, in consequence of the immense rise in productive 
* power, it is a perfectly simple thing for people, working together 
in co-operative organisations and content to be paid mainly by 
receiving a share of the goods they themselves produce, to support 
themselves in comfort, and, if they wish to start later independent 
businesses of their own, to accumulate capital for the purpose. 
So far, the author says, the advance of productive power has only 
benefited the capitalist. “All it has done hitherto for us has 
been to multiply Tuxuries for a small class, while poverty has 
remained about as common as it ever was.” A reformer should 
be careful to make his indictment square with facts if he wishes 
to obtain a hearing. 

Notwithstanding his view as to the fruits of individualism, 
the author does not contemplate any sweeping measures for the 
socialisation of industry or anything in the nature of confisca- 
tion. He believes his proposed co-operative organisations will 
by direct and indirect action abolish unemployment and poverty, 
and by setting “the pace in the matter of remuneration” ensure 
that everybody, wherever employed, shall get good wages. The 
organisation is to consist of numerous agricultural and industrial 
colonies, in which children and disabled soldiers, unemployed 
workers, and workers dissatisfied with the conditions of employ- 
ment in factories, will be trained and enabled to produce for 
themselves the principal necessaries of life. The boys will spend 
only half their time in industrial work, and education will become 
largely self-supporting. A scheme is sketched in which even 
the Army is to fall under the same category. Captain Petavel 
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pleads that at least a beginning should be made by starting 
numerous farm colonies for boys. 

There is much vagueness about details, and no attempt is 
made to frame a balance-sheet. Admittedly some capital will 
be required, but apparently the people who advance it or who 
supply machinery are to be content to be paid by certificates 
entitling them to receive goods produced by the co-operative 
establishment. The expectation that they will do business on 
these terms seems highly optimistic. It is granted that a manager 
will be required, but his qualifications need not be high. The 
author thinks that “this is a kind of industry in which we can 
standardise the management and dispense with individual 
managing skill.” The necessity of employing a proportion of 
skilled workmen drawing money wages is allowed. If income 
and expenditure did not balance, “people would be prepared to 
run [the establishments] at a loss at first for their enormous 
social and educational value.” Philanthropy may support a farm 
school here and there, but it will not start hundreds and thousands 
of such institutions. 

In the absence of any financial data we are referred to the 
success of one or more self-supporting Swiss establishments, in 
which vagrants are compelled to work. The establishment of 
‘“‘a considerable proportion of good paid workers” is necessary, 
for the labour of the tramps themselves ‘does not increase in 
value.” It seems possible that many of Captain Petavel’s volun- 
tary recruits, who, he admits, will not at first be the most 
enterprising and capable workers, would not, in fact, earn their 
keep. His ideas of the saving to be effected by getting rid of 
“trade expenses”? and middlemen’s profits are probably ex- 
tremely exaggerated, and it seems most unlikely that his schemes 
would work out in the way he expects or have the extraordinary 
effect on industrial conditions which he anticipates. Co-operative 
production on a large scale has not hitherto been a conspicuous 
success. 

The last lecture is a sketch of a grandiose scheme of town 
reconstruction, which is to prevent unemployment on the return 
of men from the Army, and obviate any risk of its future recur- 
rence. Apparently half the urban working-class dwellings in 
England would disappear. Towns would become lines of fac- 
tories strung out along the railways with groups of artisans’ 
houses built farther out in the country. Incidentally, half the 
agricultural land of England would enormously increase in value, 
because brought into immediate proximity to a town area. The 
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workers ‘‘might spend a short time in the factory (working in 
shifts), and part of their time cultivating a small plot of land 
to grow some of their own food.” No confiscation of existing 
site values is contemplated. The unearned increment of the 
land, whose value would be enhanced, would not only compensate 
the landlords whose sites would be cleared of houses, but would 
provide large sums to build new dwellings. Admitting the 
physical and moral evils due to the vast agglomerations of houses 
of which many English towns consist, it is impossible to believe 
that any scheme of this sort is practicable. 

It is hardly necessary to discuss a still more curious plan 
for a “national work department.” It is not clear whether this 
is to be a public or a private organisation. Its success depends 
on the issue of cheques, called also paper currency, entitling its 
creditors and the workmen they employ to receive goods pur- 
chased by the organisation with these very cheques. Captain 
Petavel is sanguine enough to believe that manufacturers could 
employ this paper for the purchase of raw material and payment 
of freights. 

J. M. Dourr 


Labour and Industry in Australia from the First Settlement in 
1788 to the Establishment of the Commonwealth in 1901. 
By T. A. Cocutan. 4 vols. (Oxford University Press. 
1918.) 


THE successive volumes of Coghlan’s Statistical Account of 
the Australian Colonies have been, for some years, indispensable 
to students of Australian affairs. Their distinguished editor has 
now put the crown on his labours by producing a detailed economic 
history of Australia up to the birth of the Commonwealth. When 
we consider that the economic aspects of Australian history far 
transcend in interest and value the political, the importance of 
this work can hardly be exaggerated. Sir T. A. Coghlan has 
chosen the difficult, and perhaps thankless, task of dealing with 
the preliminary history of the six colonies, because he no doubt 
realises that conclusions from the experiences of the Common- 
wealth require for their successful handling the spadework fur- 
nished by such preliminary investigations. We all have met 
adepts ‘of the “dismal science” who, by their general outlook 
upon life and letters, silence cheap critics; and Sir T. Coghlan 
shows by his comments on men and measures that he has wide 
and generous sympathies, and knows how to express his views 
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in a terse and vigorous fashion. There is, indeed, one criticism 
to which he exposes himself. It seems a pity that a work of 
such authority, consisting of four volumes and two thousand four 
hundred and fifty pages, should contain no references and hardly 
a note. “It is based,” however, as its author tells us, “on official 
records, contemporary newspapers or other publications, and on 
information obtained direct from many persons who played a 
prominent part in Australian affairs from 1880 onwards. For the 
statistics I am my own authority, as also for the account of the 
banking crisis of 1893 and for some phases of the Labour 
movement.” 

The work is divided into seven parts. Part I. deals with the 
subject, ““From the Foundation of Settlement to the Crossing 
of the Mountains” ; Part IT., with it, “From the Crossing of the 
Mountains to the Abolition of the Assignment System ” ; Part III., 
“From the Abolition of the Assignment System to the Discovery 
of Gold”; Part IV., “From the Discovery of Gold to the Intro- 
duction of Free Selection of Land before Survey”; Part V., 
“From the Introduction of Free Selection of Land before Survey 
to the Establishment of Protection in Victoria, and the Beginning 
of a Vigorous Policy of Public Works in all the Colonies” ; 
Part VI., “From the Year 1873 to the Financial Crisis of 1893” ; 
and Part VII., “From the Financial Crisis of 1893 to the Estab- 
lishment of the Commonwealth.” 

It is well always to bear in mind the old adage about fools 
and angels; but there is one conclusion which he who runs may 
draw from the facts of Australian history. Again and again there 
is borne in upon us the sense of the folly of man and of the 
bounty of Nature. Good reasons could no doubt be furnished 
for the expediency of convict settlements, at any rate so far as 
the accomplishment of preparatory works is concerned ; but the 
formidable undertaking of the New South Wales settlement was 
entered upon with a light heart and in a casual manner, without 
any attempt to form a clear idea of its ultimate goal. Ordinary 
naval officers were expected to deal with problems that would 
have taxed the powers of the best-trained administrators. In 
this topsy-turvy world even soldiers forgot the code of honour, 
and were found as traders, foisting rum as currency upon a con- 
vict community. Yet it was from one of these soldiers that came 
the first prospect of better days, when McArthur began the wool 
industry which was to revolutionise the country. But even the 
growth of the wool trade was not an unmixed blessing, because 
it opened the Pandora’s box of troubles connected with the land 
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system, which to this day have never found a complete remedy. 
The problem was to give free play to the forces making for 
pastoral expansion, and yet not to close the door to agricultural 
development by means of small proprietors. At the time the 
squatting interest was all-powerful, politically as well as socially ; 
and the efforts of Sir George Gipps, the Governor, and the Con- 
servative Ministry at home to set on foot a system that should 
consider interests other than those of this section proved power- 
less, Lord Grey, on becoming Colonial Secretary, practically capitu- 
lating to its terms. Moreover, when in 1861 a serious attempt was 
made by John Robertson’s Land Act to benefit the man of small 
means, and to bring about the introduction of a yeoman popula- 
tion, the measure was “singularly unsuccessful in promoting the 
bond fide settlement of small farmers, and initiated a struggle 
between the squatters and the selectors which grew in bitterness 
and intensity, while it brought no sufficient compensating bene- 
fits to the rest of the community.” “Large freehold estates,” we 
are told, “had been the exception before the passing of the 
Robertson Act. . . . After 1870 the bulk of the land sold... 
passed into the hands of the pastoralists, and the formation of 
large freehold estates was begun.” In fact, the rapid alienation 
of the public estate to the pastoralists became a scandal; and 
legislation attempted to deal with it in 1875 and 1884. The 
aim of such legislation was to give persons of small means ready 
access to the land, to obtain an adequate return from the public 
domain, and to prevent the formation of large estates. Such 
legislation, however, was only partially successful; and the com- 
parative success of South Australia in dealing with the problem 
would seem to show that the difficulties in New South Wales 
were largely caused by Nature. 

It will be news to many to learn that a vigorous policy of 
public works, which became so characteristic of Australasian 
public men, was first preached in Australia by an English 
Governor, Sir Hercules Robinson. Both in New South Wales 
and Victoria, before the gold discoveries and for some time after, 
“public opinion was strongly in favour of confining the activities 
of the Governor and his Council to the sphere of government, 
properly so called. There was, after the final abolition of trans- 
portation, a revolution against all forms of governmental con- 
trol, and this feeling continued for many years.” It was neces- 
sity, not choice, that made the railways national undertakings. 

But the lesson once learnt, the Australian colonies proved 
adepts in the game of public borrowing. “With the year 188] 
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the colonies of New South Wales, Victoria, Queensland, and 
South Australia entered upon a career of extravagant govern- 
mental expenditure, which was supplemented in New South 
Wales, and Queensland by the lavish introduction of capital on 
private account.” Again, “in some of the colonies the Govern- 
ments, simultaneously with the augmentation of their resources 
by borrowing, had a largely increased revenue, and this was also 
disposed of with a lavish hand.” And, whilst such was the action 
of Governments, the attitude of the banks was still more dan- 
gerous. It is impossible to enter here into the details of Sir T. 
Coghlan’s careful analysis of banking conditions, but we may 
note the fact that throughout Australia the practice of advancing 
money upon the security of land and of live-stock prevailed, and 
that the funds for this purpose were largely supplied by British 
deposits. Alongside of the banks were the Land Companies, 
which competed for English money in a more reckless fashion. 
At the beginning of 1889 the banks “had advances outstanding 
to the extent of 113 millions, much of which, perhaps the greater 
part, had been absorbed by pastoralists and speculators in city 
and suburban lands.” But the former had been severely hit by 
droughts; and so “the banks found themselves in possession of 
a great many pastoral holdings which could not be disposed of 
except at prices much below the advances made against them.” 
Of the latter, Sir T. Coghlan writes : “‘Many of these . . . began 
in fraud and remained fraudulent to the end.” Given all these 
conditions, the financial débdcle of 1893 was, sooner or later, a 
foregone conclusion. 

Since that time much has been amended ; but it is significant 
that the appearance of a political Labour Party in Australia 
should have synchronised with the failure of the middle-class 
régime to solve the problems of the land and of capital. Sir T. 
Coghlan shows how close was, for many years, the affiliation of 
the Australian Trade Unions to the English unions. When the 
Australian workmen moved in the direction of Socialism, it was 
largely in response to influences such as Looking Backward and 
Progress and Poverty; though, apparently, a Queensland 
journalist, William Lane, who afterwards despaired of his country 
and started a “New Australia” in Paraguay, played no little 
part in directing the trend of Labour ideals. Be this as it may, 
it was no doubt the failure of the strikes of 1890 which was the 
immediate cause of a political Labour Party. “The unionists 
considered that they had not been beaten in fair fight.” They 
had, indeed, been beaten; “but they were not annihilated, and 
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the leaders determined to use them in order to obtain political 
power, and to employ that power, when obtained, to prevent the 
forces of Government ever being used against them.” 

In the light of subsequent triumphs, it is curious to note the 
first efforts of political Labour. In New South Wales the issue 
was complicated by the cleavage between Free Traders and Pro- 
tectionists ; which was as deep in the ranks of Labour as of other 
classes. Labour dissensions in Parliament were only the echo 
of dissensions out of doors. In this state of things the main 
business of an adroit Ministry or Opposition was to exploit this 
want of unanimity for its own interests. On the other hand, 
Labour was able to bring pressure to bear, so as to have a guiding 
influence upon legislative measures. 

In Victoria, perhaps because Radical measures had been more 
to the fore, the Labour Party was at first less powerful. Here, 
again, the question of the tariff cast its shadow, since strong 
Protectionists could not find salvation in the single-tax nostrum 
of Henry George. In the long struggle between the Council and 
the Assembly, Protection had been regarded as the democratic 
policy ; and the interests of the workmen seemed too closely bound 
up with Protection for native industry to allow of doubts with 
regard to this fundamental dogma. ‘In fact, the Labour Party 
in Victoria, from 1892 to 1900, was not so much a separate and 
distinct party as the most advanced section of the Liberal Party.” 
Contrasting the different ways in which the movement found 
expression in the various colonies, Sir T. Coghlan writes :— 


‘* The interest of the Parliamentary Labour Movement in South Australia 
is in its atmosphere rather than in its idea or achievement, and the peculiar 
note of its conduct is, without question, compromise. In the case of New 
South Wales it was seen that the most conspicuous feature of the some- 
what soulless task of its parliamentary organisation was its legislative 
success. . . . In Queensland we find an almost barren record of legislation, 
set off in the earlier years by a quite romantic and unique idealism, to 
which was added, subsequently, a certain quality of nervous vigour and 
tension, which contrasted picturesquely with the calculated bargaining in 
New South Wales and the dull commonplaceness in Victoria. The move- 
ment in South Australia resembled that of New South Wales in its record 
of ameliorative measures obtained, but its political and legislative success 
was associated with a widespread intellectual curiosity, and an altruistic 
enthusiasm that somewhat recalls the atmosphere temporarily created in 
Queensland by the prophet Lane.”’ 


An endeavour has been made to deal with some of the 
points in these closely packed volumes so far as they are 
concerned with the land system, development by means 
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of borrowing, and _ political Labour; but space forbids 
to give even a cursory account of the discussion of these 
subjects. There are, besides, great portions of these volumes 
on which nothing has been said. The subjects of immi- 
gration, wages, and prices receive exhaustive treatment regarding 
the different periods. Even “The Recrudescence of Bushranging ” 
obtains its separate chapter. A living interest attaches to the 
chapters on “The Question of the Chinese” and “The Introduc- 
tion of Coloured Labour into Queensland”; and the treatment 
of a “White Australia” is only disappointing because it fails to 
urge the lesson, ‘Be fruitful and multiply,” as a corollary to the 
accepted Australian view on the subject. A concluding chapter 
on “The Federation of Australia” might have been omitted, as 
it covers ground adequately dealt with elsewhere. 

In rising from the perusal of these weighty volumes written 
by a strong sympathiser with Australian democracy, wherein, 
assuredly, nothing is set down in malice, if no attempt is made 
to extenuate past blunders, the reader’s last thought will perhaps 
be the good fortune that has attended the country at more than 
one crisis of its history. This may have helped to breed the 
optimism which seems indigenous to the soil and race. In the 
clear air and genial climate of Australia the answer of a self- 
confident and energetic race to the warnings of economic history 
will probably still be, even in times of stress, ‘‘O passt graviora 
dabit deus his quoque finem!” 

H. K. EGERTON 


Women in the Engtneering Trades. By BARBARA DRAKE. 
(Fabian Research Department and George Allen and Unwin. 
1917. Pp. 143.) 

Mrs. DRAKE in this report, based on an inquiry by the Fabian 
Research Department and the Fabian Women’s Group, has told 
part of a story of extraordinary interest in the history of industry 
and of wages in Great Britain. Although the incursion of women 
into the engineering trades had not by 1917 quite reached its 
highest point, yet most of the difficulties which accompanied 
it had emerged, and their analysis is perhaps of more pressing 
interest during the present ebb of the tide than it was a 
year ago. 

After a useful description of the position of women in the 
metal trades before the war, the report contains an outline history 
of the processes of labour dilution in munition work, covering the 
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Treasury Agreement and the arrangements made by the A.S.I., 
with the neglect of the unskilled worker; the passing of the 
Munitions of War Act in 1915 and of its first amendment in 
January, 1916; and the successive women’s wages orders issued 
under that Act. Then follow forty pages on the position of 
women in the trade, with a necessarily incomplete sketch of the 
problems of hours and conditions of work ; and finally there come 
recommendations for the after-war period, with “minority 
reports”’ by successive members of the Committee of Inquiry : 
Mr. G. D. H. Cole, Mrs. Ewer, and Mr. Mellor; Mr. F. §. 
Button; Miss Macarthur and Miss Lawrence. This latter part 
is the most valuable. The difficulties of writing contemporary 
history are notorious, and the report gives a breathless impression 
true in many ways to the period, but not helpful to the reader. 
Further, the author sees and pourtrays with such vividness the 
worker’s point of view and the deficiencies of employers and of 
departments in dealing with the problem of the woman munition 
maker, that she does not do justice to the equally “human” 
obstacles to the enforcement of any consistent policy in the con- 
stant though varied opposition from the skilled workman to 
dilution in all its forms. 

The whole story is primarily one of wages ; and, if an economic 
moral were needed, it might turn on the need for very much 
clearer thinking in the country as a whole about principles of 
payment, and for much more information about actual wages 
and earnings, than even the war period produced. If the country 
was to have munitions, it must dilute skilled labour with un- 
skilled recruits, male and female; if the artisan’s standard wage 
rates were to be protected, he must have safeguards for these 
rates stronger than those supplied by collective bargaining; if 
women on skilled or unskilled “men’s work” were to have special 
protection, other women employed on munition work must in 
fairness and in the interests of output have protection for their 
standard of living. It was by these progressive stages, in the 
midst of intense pressure for output, and with little support either 
from pre-war organisation or from any consistent opinion among 
employers, employed, or the country at large, that the Govern- 
ment was committed to the interpretation of the two delusively 
simple shibboleths of “equal pay for equal work” and ‘‘a living 
wage” for the women on “men’s” and on “women’s” work 
respectively. Hence, in part, the difficulty of their application. 

With regard to the establishment of a “living wage,” the 
report insists strongly on the dilatoriness of its enforcement and 
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on its incomplete adjustment to changing prices. It does not 
enter into the production difficulty caused by a hasty introduction 
of a flat minimum (or standard) rate for “women’s” work, but it 
draws a fair moral as to the influence of collective bargaining, as 
shown by the comparative attention paid to the claims of women 
on “men’s” and on “women’s” work respectively. 

In discussing at greater length the Government’s interpreta- 
tion (described as “crude and disingenuous ”) of the principle of 
equal pay for equal work, the report makes detailed recommenda- 
tions on the future position of the woman substitute. Thus a 
woman employed on men’s work shall, it is urged, receive both 
the time rates or the piece rates “customarily paid for the job,” 
unless the employer is able to show, to the satisfaction of the 
trade union or joint committee concerned, that one of the three 
following qualifying conditions is present. (1) That the woman 
needs training. The main report would allow a definite proba- 
tionary period at less than standard rates; but Mr. Cole and his 
co-signatories in a minority report dissent, on the ground that 
the employer should bear the cost of training. (2) That “a re- 
adjustment has been made in the process of such a character as 
would customarily lead to the employment of a different class 
of labour.” In this case of definite evolution in the industry « 
lower rate—that of the unskilled or semi-skilled man—is again 
suggested ; although the woman taking the much-discussed “part 
or portion” of a skilled man’s job, through the mere subdivision 
of processes, should be secured his full rate of pay. The minority 
reports again urge that any reduction should be subject to the “ most 
careful watching ” and to detailed collective bargaining. (3) “That 
in order to meet the separate needs of female labour a change 
or changes have been made in working conditions increasing the 
cost of production to the employer.” In this case the only deduc- 
tion recommended is that of the bare cost to the employer, with 
the maintenance of a minimum rate for women. Here, again, 
two of the minority reports urge strongly that no such reduction 
should be permitted, although Mr. Button (of the A.S.E. and the 
Committee on Production) grounds his opposition to the main 
report on “the favoured position it proposes for women.” 

The report brings out forcibly, despite its very apparent bias, 
the extreme difficulties, some genuine and some factitious, in the 
introduction of women into a highly organised and exclusive 
trade, and in the interpretation of “equal pay.” It is worth 
reading for this alone, quite apart from its practical suggestions, 
and for the moral already deduced of the need for much better 
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thinking about wage problems than they receive from the normal 
citizen. 
There is a good appendix by Mr. H. E. R. Highton on the 


position of dilution on the Clyde in August, 1916. 
C. V. BUTLER 


Scheme for a State Bonus.. A Rational Method of Solving the 
Social Problem. By E. MABEL anD DENNIS MILNER, B.Sc., 
A.C.G.I. (State Bonus League, 1 Victoria Street, S.W.1. 
Pp. 16. Price 3d.) 


THE authors of this pamphlet propound a scheme for an equal 
distribution of 5s. (pre-war) per head per week for all persons, 
to be provided from a pool maintained by everyone contributing 
20 per cent. of their incomes. The demerits of such a proposal 
are too obvious to need enumeration. 

But the psychology and ethics of the recognised economists 
need a fresh examination, and in many respects Mr. and Mrs. 
Milner’s sociological views deserve careful attention. ‘The 
community should help all alike, not only those who have failed 
‘to help themselves.” ‘No one should be driven by the threat 
of destitution into accepting work which is underpaid, unhealthy, 
or even dangerous. Therefore destitution must not exist.” “The 
guarantee of the primal necessities of life will abolish the chief 
excuses there may be for begging, petty theft, the under-feeding 
of children, etc.” “It will always give the fallen man a chance 
to rise.” “Persuading people to work is an educational problem. 
Starvation must not be used as an educative force, for it only 
makes inefficient workers. Even the slave-owner gives his slaves 
food and shelter before applying the whip. Of the wisdom of 
maintaining people in health by proper nourishment before 
attempting to induce them to work there can be no question.” 
“There is abundant evidence that those who live in want and 
the fear of want are cramped in their spiritual outlook, and the 
few who are virtuous would be so under any circumstances.” 
“Our scheme makes men and women, rather than materials, the 


basis of Reconstruction.” 
C. E. CouLet 


Co-operation for Farmers. By Lionet SmirH-Gorpon. (Lon- 
don: Williams and Norgate. Pp. 248. 6s. net.) 


THE wheels of co-operative propaganda for British farmers 
certainly want greasing. ‘The movement still drives “heavily,” 
No. 114.—vo1, xxtx. R 
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like the Egyptian chariots on their way across the bed of the 
Red Sea. And yet the hope of British farming in the future is 
admitted to lie in the adoption of organisation—which, of course, 
means co-operation. One may therefore be thankful that Mr. 
Smith-Gordon, who has a good record of services rendered to 
co-operation in Ireland under the command of Sir Horace 
Plunkett, has come forward to give our agricultural community 
a little good advice. 

In speaking of Ireland and the happy results of agricultural 
co-operation there, Mr. Smith-Gordon is on firm ground, because 
he knows his subject well. Our author is also on tolerably solid 
ground where he deals with that gigantic form of co-operation— 
pure “dollar” co-operation as it is—into which, he has gained 
some insight by personal observation in the United States. Only 
he sometimes appears to lose sight of the fact that Great Britain, 
with its smaller units of business, is not California or the Middle 
West. But when he comes to European countries—confining his 
observations mainly to Germany and Denmark—he goes a little 
astray on more points than one. One is disposed to rub one’s 
eyes with wonder on reading that in Denmark agricultural co- 
operation has dispensed with credit, at a time when that country 
is all alive with hopes for the promising good results of a credit 
movement which, in the words of Mr. Hertel, an uncontested 
authority, bids fair to “sweep over the country, as the co-opera- 
tive dairying system did a generation ago.” And in respect of 
Germany our author has a tale to tell which does not altogether 
tally with facts. Evidently he has taken his cue from what has 
been officially published. But what is one-sidedly published is not 
in every instance gospel. Governments and those whom they be- 
friend have the lion’s share of publishing to themselves ; and they 
are wont to make their phylacteries very broad, seeing results in 
a very different light from that in which they present themselves 
to unbiassed observers, and take credit for paternal solicitude for 
the governed when their true object was politics. Our own official 
scribes sent over to study things are in this respect no more above 
suspicion than other writers. For they invariably are addressed 
and go to official informants, who tell them, fully and truly, how 
the administration is done. That is like going to the cook for 
the recipe for the pudding, when, as we know, “the proof of 
the pudding is in the eating.” The eaters, however, are rarely 
consulted. It is not correct that the undoubted improvement of 
German agriculture, of which Mr. Middleton has told us, was 
brought about by the largess which since 1895 German Govern- 
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ments have lavished upon landowners. No more is it correct 
to say, as Mr. Smith-Gordon does, that the Prussian Government 
changed its attitude towards co-operation. That type of co- 
operation which it persecuted in 1859 it has continued to persecute 
till Royalty ceased at Berlin. And that form of co-operation 
which is moulded on our Manchester system it has treated even 
worse. What it did in 1895 and after was to call a new form 
of co-operation into existenee to redress the balance of the old 
—in other words, to purchase the political support of the Junkers, 
who, at their Jubilee “Co-operative” Congress, shouted lustily : 
“Down with John Bull and the Frenchman; we have William 
of Hohenzollern to send them to the right-about ’’—and call that 
“co-operation.” Government support has put money into Junkers’ 
pockets; but the main improvement of agriculture, of which 
Mr. Middleton has told us, took place before. To name but 
one further instance of inaccuracy, it was not the co-operative 
grain stores formed without Government aid which came to grief 
and the subsidised stores which rendered useful service, but all 
the other way. The five millions granted by Government soon 
came to an end in a truly ludicrous fashion. It was unsubsidised 
stores which earned for farmers just that “two shillings a 
quarter” for the sake of which Mr. Chamberlain considered it 
worth while to upset our fiscal system. 

Mr. Smith-Gordon might well have gone a little farther afield 
for instructive examples. There is Switzerland; there is France ; 
there is Belgium and Italy; there is that truly wonderful up- 
growing of successful co-operation in emancipated Russia; and, 
above all things, there is India, which truly shames us by its 
remarkable resuits, obtained with assistance from the State which 
now amounts to only the absolutely trivial sum of 1.4 per cent. 
-of the total working funds. 

When all is said, however, Mr. Smith-Gordon’s little book 
remains a good one, of practical value. It places facts before 
his.readers in plain, intelligible English such as they will under- 
stand. One may therefore wish the book a good circulation among 
our farmers, who need such instruction as it gives. 

Henry W. WOLFF 


New Fallacies of Midas. By Cyrin EK. Ropinson. (Headley 
Bros. 6s.) 


Tuts book is not written from the point of view of the pro- 
fessed economist. It represents rather an interpretation and a 
criticism of existing economic doctrine for the benefit of the 

R 2 








244 THE ECONOMIC JOURNAL [JUNE 


ordinary man. ‘The writer stands himself in the midst of the 
crowd. He probably finds the economists dull company, and 
prefers to read the works of people who can write English, 
Ruskin and Morris, Belloc and Chesterton. The result is that 
he is hardly at close enough quarters with economic science to 
discharge his functions of interpreter quite adequately. 

A book written with such an object cannot be expected to be 
very closely argued, but it might have been somewhat more 
vertebrate without becoming uncomfortably stiff. The theme 
is the problem of the organisation of society : Socialism, Syndi- 
calism, Individualism, and the various compounds of these which 
are preached or practised. The author keeps the secret of his 
title till the last three pages. Not till then do we learn what 
the new fallacies of Midas are. They are two: first the belief 
in material wealth as an end, and secondly the belief in economic 
organisation as a short cut to the ideal. The dramatist is always 
warned to take his audience into his confidence from the begin- 
ning, and Mr. Robinson would have been well advised to dis- 
close his secret at an earlier stage. The reader would see the 
bearing of the argument all the better if he knew from the 
beginning that it was leading up to the conclusion that the reform 
of the individual through education is the necessary and sufficient 
condition of the reform of society. 

But this would not by itself have been enough to give form 
to what is more like a conversation than an argument. Much 
of the reasoning is well thought out and well expressed, but 
again and again it fades away instead of culminating in a logical 
step forward. And how can a discussion of Socialism be other 
than incomplete which never really grapples with the question 
of distribution? To treat the problem of distribution exclusively 
as one of justice is to accept the standards of the mob orator. 
The plea of justice is easily defeated. If justice demands equality, 
justice also prescribes respect for property. “The State, if it 
defies the moral law itself, will be cutting the ground from under 
its own feet” (p. 163). 

To the scientific economist the case for Socialism rests on a 
more formidable argument. An increment of wealth is incom- 
parably more precious to the poor than to the rich. Therefore 
inequality of distribution diminishes disastrously the aggregate 
utility of a given fund of wealth. It is possible to argue back- 
wards and forwards, as Mr. Robinson does, about the advan- 
tages and disadvantages of State ownership and organisation, 
but we are never confident that we have adequately met this 
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one simple and fundamental argument, of which he seems 
scarcely to be aware. 

The book is not confined to the controversial side of its 
subject. Much of it is rather in the nature of exposition. This 
is indeed the primary function of an interpreter. But the inter- 
preter should not lightly part company from orthodox doctrine. 
When we find him contending that Ricardo’s theory of rent 
“does not fit the facts,” bécause “the competition of corn im- 
ported from abroad has not advanced rents in England, but kept 
them down,” we feel that he is not a very trustworthy guide. 


R. G. HAawtrey 








NOTES AND MEMORANDA 


CHANGES IN THE Export InpustTRIES oF IRELAND. (No. II.).! 


IN a previous paper (given in THE Economic JOURNAL dated 
June, 1918) I analysed the figures for the exports at Irish ports 
which have been published by the Department of Agriculture 
and Technical Instruction for Ireland for the twelve years 1904 
to 1915 inclusive. In this present paper it is possible to include 
the figures for 1916 also. 

The analysis given in this previous paper for each of the 
twelve years revealed extraordinary changes in the values 
exported. Ireland was there shown to have become mainly an 
industrial country so far as exports are concerned; it was the 
industrial exports that were increasing, while the exports of 
live stock were stationary or retrograding. ‘This result of the 
investigation was so surprising that it invited further examina- 
tion. It is obvious that when exports are measured by their 
money-values, the element of price-fluctuations can play a great 
disturbance of the figures. I propose in the present paper to 
eliminate this element of prices, and to obtain a measure of the 
quantities exported in a form which will allow comparison of 
year with year. If my measure of the quantities exported be 
accepted as correct, it will be easy to discern how far the remark- 
able changes in Irish exports during these thirteen years were 
caused by changes in prices and how far they were the expres- 
sion. of a real expansion in the volume of the trade itself. 

IT will consider only the four years 1904, 1908, 1913, and 1916. 
T omit 1912, because the Larkin Strike of that year held up the 
export trade of Dublin for three months; and I wanted to have 
1913 because it was the last normal year before the war. 

These tables need no commentary. But the surprising lift 
in all the figures as we pass into the war period makes the im- 
pression that inflated prices rather than expanding trade must 
be the chief cause of the great increase in the values exported. 


1 A paper read to the Statistical and Social Inquiry Society of Ireland 
on Friday, 14 February, 1919. 
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The preblem presents itself, therefore, Can we obtain a measure 
of the volume of the trade free from the disturbance of price- 
changes, can we measure exports by quantities instead of by 
values ? 


TasLe I.—Irish Exports ror Four DIFFERENT YEARS. 
(The figures are Estimated Values, sterling). 























Exporting Industry. - | 
1904. | 1908. 1913. 1916. 
(Order of 1913). | 
| 
| | 
£ £ £ £ 

I. Linen ... _... | 9,026,890 | 10,167,234 | 16,572,208 | 19,804,702 
II. Cattle ... ... | 8,985,336 | 10,935,197 | 15,464,468 | 20,464,086 
Ill. Bacon... ... | 2,205,657 | 3,249,170 | 4,430,061 7,069,095 
IV. Poultry... .... | 2,887,772 | 3,560,449 | 4,048,088 | 8,122,834 
V. Butter... ... | 3,271,827 | 4,185,180 | 3,954,611 | 6,853,848 
VI. Steaniers ... | 1,500,000 | 2,900,000 | 3,148,000 | 6,322,543 
VII. Cotton Goods ... | 1,320,802 | 1,468,947 | 2,722,350 | 3,503,851 
VIII. Brewing ... | 1,879,445 | 1,931,239 | 2,554,044 | 3,540,860 
IX. Whiskey ... | 2,343,496 | 2,299,964 | 2,008,500 | 4,272,578 
X. Woollens i 989,832 | 1,247,285 | 1,852,554 | 3,155,404 
XI. Sheep ...... |_-1,747,677 | 1,723,223 | 1,784,142 | 2,438,680 
XII. Horses... ... | 1,291,165 | 1,347,225 | 1,703,260 596,480 
XI. Pigs...  ... | 1,742,089 | 1,332,258 | 1,024,197 | 2,051,878 
Total (above) ... | 39,191,938 | 46,347,371 | 61,246,483 | 88,196,839 
Other Exports ... | 10,206,598 | 11,067,606 | 12,639,927 | 18,974,178 
Total Exports ... | 49,398,536 | 57,414,977 | 73,886,410 | 107,171,017 








Tasie II.—PERCENTAGE GROWTH IN Export VALUES. 
(Value exported in 1904 = 100). 











Exporting Industry. | | 
1904. | 1908. | 1913. 1916. 
(Order of 1913). 

I. Linen ee Aer eas 100 =| 112-6 183-5 196-8 
II. Cattle aa aie wae 100 =| = 121-7 172-1 227-7 
IfI. Bacon ... sae aaa 100 | 147-3 209-0 324-9 
7 Meee ees 100 | 1233 | 140-3 281-3 
V. Butter... sige aes 100 | 1248 | 120-9 , 209-4 
VI. Steamers’... wad ee 100 | 132-5 | 162-7 276-1 

VII. Cotton Goods... aaa 100 WW-2 |) = 206-1 265-2 
VIII. Brewing ... ae wae 100 | 102-8 | 135-9 188-4 
IX. Whiskey ... ee ace 100 | 98-1 | 85-7 182-3 

X. Woollens ... eas ree 100 |) =—:126-0 |S 187-1 | 318-7 

XI. Sheep... eae Bee 100) | 98-6 | 1020 | 139-5 

XII. Horses... a an 100 | 1043 | 131°9 45-4 

XIII. Pigs ae aes ae 100 | 76-4 | 58-8 117-8 
| | | 

Total Exports aes eae 100 | 116-2 | 149-5 216-9 

{ 








1 Steamers are here averages of two-year periods, 1904-05, 1907-08, 1912-13, 
1915-16; so not as in previous tables. 
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The usual method of solving this problem would be as follows : 
The exports of any year, such as 1916, are to be recalculated 
according to the prices which existed at the base year 1904. If 
the total quantities exported in 1904 for each article of trade 
be divided into the total values of each such article in that year's 
exports, we get an averaged export price for each article, as in 
1904. Take, then, the quantities (only) exported in any subse- 
quent year 1916, multiply them by these averaged export prices 
for 1904, and we obtain the materials for measuring what the 
exports of 1916 would have amounted to if valued at the prices 
of 1904. If we did the same thing for 1908, 1913, and 1916, and 
arrayed the results in the form resembling Table II. above, then 
the figures would show the expansion of trade undistorted by 
mere price fluctuations. 

In the case of British foreign trade this calculation is done 
for us every year by papers like the Economist ; and it is a very 
necessary thing to do. The recalculation is rendered easier for 
British imports and exports, because those “averaged prices,” 
both of exports and imports (i.e., the results of dividing total 
values by tota) quantities) have been calculated for each article 
every year by the Board of Trade and are always put on record 
in the Statistical Abstract for the United Kingdom. So one 
merely takes from the Statistdcal Abstract the prices of the base 
year (say, 1904) and multiplies the quantities for the current 
year (say, 1916) by those base prices, and the calculation is 
quickly done. 

This is the usual method by which exports are freed from 
price fluctuations. I have not been satisfied, however, to apply 
to Irish exports the “averaged prices” in the Statistical Abstract 
wh:ch were worked out from British exports. Consequently, I 
have tried another method, using the principles of index-numbers 
to obtain a measure of the quantity of our export trade, apart 
from the fiuctuations of prices. 

To illustrate the application of index-numbers to this problem, 
I will consider in detail the figures for the linen trade for the 
year 1916, as compared with the year 1904. The Department’s 
returns supply the particulars of quantities and values for the 
four items that make up the exports of the linen trade, which 
are set out in Table ITT. 

Here the figures in columns C and D can be added, and the 
totals at foot are the same figures as appeared already in Table T. 
for the “estimated values” of the linen exports for 1904 and 
1916. But the quantity figures in columns A and B, being in 
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discrete units, cannot be added; our problem is to obtain an 
index-number that will measure each of those columns. Taking 
1904 as the base with which other years will be compared, we 


TaBLE IIJ.—Exrorts or Irish Linen Inpustry. 

















| QUANTITIES. | VALUES, £. 
. | 
Irem.? a a tieak | | ania 

| A. | C. D. 

| 1904. 1916. | 1904. 1916. 

| | 

"| | — 
a. Flax (tons) .. 2,641 4,664 | — 132,050 436,317 
b. Linen Yarn (Jbs.) ... | 20,163,700 | 18,020,576 | 1,232,356 | 2,027,315 
e. Linen Goods(cwt.)... | 972,924 | 1,083,208 | 7,296,930 | 16,248,120 
d. Thread (ibs.) | 2,924,432 5,522,272 | 365,554 | 1,092,950 

| | 9,026,890 | 19,804,702 

| | 

| 





represent each figure in column A by the number 100; and we 
calculate the proportional numbers which then represent the 
corresponding figures in column B. The result is Table IV. 


TABLE IV.—PERCENTAGE CHANGE IN LINEN Exports (Quantities). 


1904. 1916. 
a. Flax (tons) . ee 100 177 
b. Linen Yarn (ibs. a aes 100 89 
ce. Linen Goods (cwt. Mi, eae 100 111 
d. Thread (lbs.) wee eae 100 189 


Now, the simple arithmetic mean of the index-numbers in 
the last column is 141°5: can we take it as a measure of the 
1916 column? To do so would be to assume that the four items 
(a, b, c, and d) are of equal importance. But the money values 
of those items, shown by column D in Table III., are very 
unequal ; and it so happens that the smaller items (a and d) show 
much Jarger percentage changes than the important items 
(b and c). I take these money values to be a correct measure 
of their relative importance. In place of a simple arithmetic 
average, therefore, we require to have a weighted average of the 
1916 index-numbers of Table IV.—using as weights the figures 
shown in column D of Table III. This weighted average works 
out * at 114°5, which figure we take to be the index-number that 


> 

2 A small doubtful item, ‘‘ Waste (Flax, Tow, and Hemp) ” is omitted. 

2 By the theory of index-numbers, the “ weights” yield the same weighted 
average even if only relatively approximate. Now the four large figures in 
Column D of Table IIT. are relatively approximate to 4, 20,162 and 10; and 
therefore to 2, 10, 81, and 5. We may now use these last figures as the 
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measures the quantity of the linen trade exports in the year 1916. 
The quantities exported by the linen industry had risen from 
100 in 1904 to 114°5 in 1916; whereas (as we have shown in 
Table II.) the values exported by the linen industry had under- 
gone the much greater rise from 100 in 1904 to 196°8 in 1916. 
The disparity between these results reveals the effects of mere 
price changes upon the estimated values of the exports, apart 
from the growth of the trade. 

As we have now obtained an index-number (114°5) to measure 
the change in‘ the quantities exported for the linen industry, so 
by the same process we can obtain a corresponding index-number 
for 1916 to measure the change in the quantities exported in the 
cattle industry, and each of the other principal export industries 
of Ireland. Only in the case of shipbuilding it cannot be done 
for the war-vears 1915-6, for the tonnage output was not dis- 
closed. As in Table II., the steamers are measured by the 
averaged output for the two-year periods 1904-5, 1907-8, 1912-3, 
and 1915-6, in order to distribute the tonnage of very large 
vessels whose construction had spread over two years. Moreover, 
what we can do for the year 1916 we can do in the same manner 
for other years. The results in Table V. were thus obtained. 


TABLE V.—PERCENTAGE CHANGES IN QUANTITIES ExPorTED. 





(Year 1904 = 100). 








_— 1904. | 1908. «1913. | 1916. 

| | | 

| | | 
I. Linen... dns ie 100 | 975 120 |) 114-5 
EI. Cattle 60.0 use os 100 = 1114.8 | «1483 «| «(142-9 
III. Bacon... as ay 100 | 129-2 | 189-1 50-8 
IV. Poultry ... si ae 100 , 1193 118 | 1465 
V. Butter... sek es 100 | 1128 (| 1123 | 1563 

VI. Steamers ... ~ ie 100 134-6 134-0 | — 

VII. Cotton Goods... aes 100 98:8 130-1 | 1248 
VIII. Brewing ... ea - 100 122-7 162-1 171-8 
IX. Whiskey ... aye ae 100 93-9 85:8 45:8 
X. Woollens ... ees ae 100 169-6 234-6 332-2 
XI. Sheep... ou ee 100 101-4 88-6 87-4 
XII. Horses... nae oe 100 104-3 131-9 25:9 
XIII. Pigs bal nee ie 100 71 °° «=—6.89-5 | ss 
Average No. for Year ... me 100 113-1 128-3 140-7 











‘‘ weights,” and the weighted average will be practically the same. It will be 
found to be 114°28; as compared with 114°56 when the large figures were used 
as ‘weights.’ In this manner the calculations are much simplified and 


shortened. 
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The view given in this table of the growth in volume of Irish 
exports is interesting from many points. The astonishing 
growth in the output of the woollen industry is unparalleled. 
But the brewing and bacon industries have also extended their 
exports to a remarkable degree for such a short period of time 
as twelve years. All the manufacturing industrics, except 
whiskey, show steady progress. All the live stock trades are 
less healthy-looking. [N.B.—The cattle figure for 1913 is 
abnormal, because the Larkin Strike had stopped the Dublin 
trade for some three months of 1912.] The rise between 1913 
and 1916 in nearly all items shows the emphatic demand for 
Irish products in war time, which had operated for horses pre- 
vious to the outbreak of hostilities. The decline in pigs is nearly 
equivalent to the rise in bacon, which, if it be cause and effect, 
is a satisfactory feature. 

It remains only to compare the quantity changes in Irish 
exports with the changes in values in order to see how the con- 
temporaneous increase of prices has operated. This can best 
be seen in Table VI. which combines together the previous 


TaBLE VI.—PERCENTAGE CHANGES IN IRISH EXPORTS 
DURING THIRTEEN YEARS. 














[ Darker figures in brackets = Quantities ; other 
figures = Values. Year 1904 = 100. 
(Order of 1913). 1904. 1908. 1913. 1916. 
I. Linen | 100 (100) | 112-6 (97-5) 183-5 (120) | 196-8 (114°5) 
II. Cattle | 100 (100) | 121-7 (111-8) | 172-1 (148-3) | 227-7 (142-9) 
III. Bacon | 100(100) | 147-3 (129-2) | 209-0 (139-1) | 324-9 (150-8) 
IV. Poultry | 100 (100) | 123-3 (119-3) | 140-1 (118) | 281-3 (146-5) 
V. Butter | 100 (100) | 124-8 (112-8) | 120-9 (112-3) | 209-4 (156-3) 
VI. Steamers! ... 100 (100) | 132-5 (184-6) | 62-7 (184-0) | 276-1 (— ) 
VII. Cotton Goods 100 (100) | 111-2 (98-8) | 206-1 (130-1) | 265-2 (124-8) 
VIII. Brewing 100 (100) | 102-8 (122-7) 135-9 (162-1) | 188-4 (171-8) 
IX. Whiskey 100 (100) 98-1 (93-9) 85-7 (85-8) 182-3 (45-6) 
X. Woollens 100 (100) | 126-0 (169-6) | 187-1 (284-6) | 318-7 (332-2) 
XI. Sheep 100 (100) | 98-6 (101-4) 102-0 (88-6) |§ 139-5 (87-1) 
XII. Horses 100 (100) | 104-3 (104-3) | 131-9 (181-9) | 45-4 (25-9) 
XIII. Pigs... . | 100 (100) | 76-4 (77-1) 58-8 (39-5) 117-8 (55-0) 
| 
Total Value All | 
Exports | £49,398,536 | £57,414,977 | £73,886,410 | £107,171,017 
Percentage of | 
1904 Values ... | 100 116-2 149-5 216-9 
Average Quantity | 
Index No. ... | (100) | (113-1) (128-3) (140-7) 
1 Steamers are averages of two-year periods 1904-05, 1907-08, 1912-13, 


1915-16. 
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Tables 1]. and V.—the darker figures enclosed in brackets repre- 
senting quantities and the other figures representing values. 
This table may be let speak for itself. It tells a remarkable 
story for each of the thirteen principal exporting industries of 
Ireland. In regard to two of them, the woollens and the brew- 
ing, this table points to a peculiarity, viz.: the quantity figures 
are larger than the value figures, except in the year 1916. This 
seems to show that the products in these industries had ex- 
perienced a fall of prices—until the war year 1916. In the case 
of horses it may be noticed that the quantity and value figures 
are alike, except in 1916. But in this case, probably, the 
Department has nothing but quantity figures to handle; the 
statistician had put an average price applicable to all horses of 
the same sort. If I may guess what he did, he seems to have 
valued every stallion at £250 all the time; and every mare and 
gelding was valued at £45 every year except the last, when for 
1916 he raised this figure to £80. Of course, it was necessary 
to value them at some figure, in order that the total exports of 
Ireland might be aggregated in its money values. ‘The diffi- 
culties under which the Department brings out its annual return 
of the trade in imports and exports at Irish ports, owing to the 
absence of legal powers to require adequate returns from traders 
and shippers, were dwelt on in my previous paper, and are, 
perhaps, not always appreciated by those who may make use of 
these very important statistics of Irish external trade. 
C. H. OLDHAM 


OFFICIAL PAPERS. 


Wages and Conditions of Employment in Agriculture. Vol. I. 
General Report. [C. 24.] 1s. 9d. 

THE general report, by Mr. Geoffrey Drage, deals with the agri- 
culture of England and of Wales. 

Vol. II. Reports of Investigators. [C. 25.] 4s. 

Reports on 56 counties by 16 investigators, filling over 500 
too closely printed pages. 

Eightieth Annual Report of the Registrar-General of Births, Deaths, 
and Marriages in England and Wales (1917). [C. 40.] 

THE matriage-rate in 1917, 13°8 per 1,000, was the lowest on 
record. So was the birth-rate, 17°8. The great excess of male 
births observed in 1917 has not been maintained. The death-rate 
showed little change. 
migration Statistics of Ireland for the Year 1918. [C. 77. 

THE number of emigrants was 983, 1,131 less than for 1917— 
a ‘‘ record.”’ 
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Coal’ Industry Commission. Interim report by the Hon. Mr. 
Justice SANKEY, Mr. Arruur Batrovr, and others. [C. 84.] 
Report by Mzssrs. R. Sminuie and others. [C. 85.] [C. 86.] 


Report of the Women’s Advisory Committee of the Ministry of 
. : M a) 7 4 + 
Reconstruction on the Domestic Service Problem. [C.67.] 3d. 
Report of the War Cabinet Committee on Women in Industry. 
[C. 135.] 

Arter a survey of the employment of women before and during 
the war, the future employment of women and the future relations 
between their wages and those of men are considered. Mrs. Sidney 
Webb, in a minority report, differs from the majority, and recom- 
mends a new principle for the determination of women’s wages. 


Board of Trade Report on the Increased Employment of Women 
during the War in the United Kingdom. 9164. 2d. 
Review of Trade of India, 1917-18. (No. 876.) 

Tne changes in the composition and direction of Indian trade 
are stated and illustrated by beautiful diagrams. The change in 
the quantity of exports and imports is distinguished from the change 
in their value, account being taken of the rise in prices, which was 
greater for imports than for exports. 

Report of the Indian Industrial Commission, 1916-1918. [C. 51.] 
4s. 6d. 

Report of Committee of the Ministry of Reconstruction on the 
Building Industry after the War. 9197. 3d. 


Manual on the Preparation of State-aided Housing Schemes. Issued 
by the Local Government Board. Plans and Illustrations. 
2s. 6d. 

Report of Committee on the Financial Risks attaching to the Hold- 
ing of Trading Stocks. 9224. 2d. 

National Expenditure Committee, Session 1918. Reports with 
Evidence and Indey. 2s. 6d. 

Form of Public Accounts; Early History of Parliamentary Grants 
and Accounts; Present Form of Estimates and Accounts; Defence 
of Existing Practice; Proposed New Forms. 


Economic Conditions Prevailing in Germany, December, 1918, to 
March, 1919. Reports by British Officers. [C. 52.] 9d. 


A Collection of Reports on Bolshevism in Russia. [C. 8.] 9d. 


CURRENT Topics 


Mr. D. H. Macarecor has succeeded Mr. S. J. Chapman in 
the Stanley Jevons Chair of Political Economy at Manchester. 
Mr. Macgregor was previously Professor of Political Economy 
in the University of Leeds. His name is familiar to readers of 
THE Economic JouRNAL, as he has from time to time contributed 
to it original articles. One of these, on “Shipping Conferences,” 
was read before a meeting of the Royal Economic Society in 1909. 
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Professor Macgregor’s book on Industrial Combination was 
reviewed in 1907. More recently we have had occasion to men- 
tion that the Military Cross had been awarded to Lieutenant 
D. H. Macgregor “for gallantry and devotion to duty in action.” 





THE death of M. Kiaer, sometime Director of the Statistical 
Bureau of Norway, concerns economists as well as statisticians. 
For—not to speak of other investigations bearing on our sub- 
jects—Iiaer was prominent in advocating and practising a statis- 
tical method which is probably destined to be fruitful in economics, 
the method of random sampling. With what accuracy and 
advantage the method may be employed is shown by Dr. Bowley 
in his study on Livelihood and Poverty and elsewhere. ‘‘ We have 
thereby acquired valuable information which it would probably 
have been impossible to obtain in any other way,” Kiaer himself 
once wrote to us about the method of sampling. 


THE University of the Punjab (of which the Headquarters are 
at Lahore) proposes to establish two Chairs, one of Economics, one 
of History, on salaries of £1,000 per annum each, with four 
months’ vacation each summer, and passages paid on joining and 
leaving the appointments. It.is proposed to fill the Chairs in 
the first instance by appointments made either for three or five 
years. It is not necessary that the Professors should already 
have made a speciality of Indian subjects. But it is hoped that 
both the Professors will engage in research work and interest 
students in enquiry into Indian History and Economics. It 
will be an important part of their work to organise Honours 
Schools in these two subjects and inter-Collegiate teaching of 
Honours Students. The precise amount of teaching which they 
will be asked to undertake is not determined. The general view is 
that they should be asked to deliver only a small number of 
lectures, but that they should also undertake personal tutorial 
work with Honours Students, such as the correction of their 
essays and the direction of their reading. All British subjects, 
whether of Indian or European birth, allies and neutrals, are 
eligible. For further information, application should be made to 
Mr. T. W. Arnold, C.I.1., India Office, London. 





WE deeply regret to announce the death on June 10th, after 
a short illness, of the Venerable Archdeacon William Cunning- 
ham. An obituary notice of Dr. Cunningham will appear in the 
next issue of the JOURNAL. 

















RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society. 


January, 1919. Eugenics in Relation to Economics and Statistics. 
Magor Lronarp Darwin. Notes on the Biology of a Life-Table. 
JoHN BrownuEE, M.D. An attempt to graduate a life-table by 
a formula expressing the action of general causes. German and 
English War-Time Diets. Mason GrEENWoop and Cecity M. 
THompson. Both diets declined in ‘calorie ’’ value between 
1917 and 1918, but the English diet remained high relatively to 
the German. 

Marcu. The Taxation of the Various Classes of the People. Presi- 
dential Address of the Rigut Hon. Herperr SamMueL. By com- 
bining direct and indirect taxes—death duties being evaluated 
in terms of income—the taxation of unearned income is found 
to be about 64 per cent. on incomes of £50,000, 50 per cent. 
on £10,000, 484 per cent. on £5,000; with other contrasts to 
pre-war taxation. Problems of Industrial Organisation. Magor 
GREENWOOD. Results obtained from statistics of war-work throw 
light on industrial efficiency. The mobility or ‘‘ wastage ’’ of 
factory labour is treated on the analogy of a death-rate. 
Psychical Research and Statistical Method. Pror. F, Y. Epae- 
worTH. A critical examination of experiments designed to test 
the hypothesis of thought-transference. 


The Edinburgh Review. 


Aprit, 1919. The Future of the English Race. Tur DEAN or Sr. 
Pauut’s. The theory of population leads to the conclusion that 
‘‘ neither voluntary restriction of births, nor famine, nor pesti- 
lence, nor war, has much effect in reducing numbers.’’ Ex- 
pedients for increasing numbers, ‘‘such as endowment of 
parenthood, and better housing at the expense of the taxpayer, 
have no effect but to penalise and sterilise those who pay the 
doles.’’ But ‘‘ the apparently inevitable ruin of the upper and 
middle classes, sinking helplessly under the blows of predatory 
taxation,’’ is not an unmixed misfortune. The Problem of the 
Age. A. SHADWELL. A striking quotation from a labour paper 
of 1834, expecting “‘ comfort and liberty ’’’ with a coming ‘‘ new 
system of labour,’’ introduces reflections on the present system 
and schemes for its improvement, with a good word for the 
Guild Socialists as recognising the element of “‘ liberty.’’ 
Economic Fallacy in Industry. Sir Lynpen Macassey. A 
formidable list of fallacies observed to prevail among the 
working classes. They believe that all their aspirations could 








bo 
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be satisfied out of existing profits, especially if the manufacturer 
raised his prices sufficiently. Indifferent about the results to 
the community, they practise limitation of output. There are 
instances of men on piece-work earning only half or two-thirds 
of what boys and women, by whom the writer replaced the 
men, earned at the same rate per piece. There is a prejudice 
against machinery and other labour-saving devices. Industry 
is retarded by the requirement of skilled pay for unskilled 
operations. Enmity to employers is fostered as procuring con- 
cessions, and as a step towards the overthrow of the present 
industrial system. 


Journal of the Institute of Bankers. 


Marcu, 1919. Prospects of National Taxation. ALFRED Hoare. 
In view of our immense liabilities, the increase of direct taxation, 
systematically graduated, is recommended. 

Aprit. The Interdependence of Nations. Sir GeorGE Paisu. The 
Economics of a War Indemnity. Sm Cnartes Appis. An 
excessive indemnity is deprecated as encouraging future — 
aggressors if confident of success, as contrary to the armistice, 
as crippling a creditor and customer, and as dislocating our own 
industry. 

May. The Economic - Outlook. EpaGar Crammonp. A _ cheerful 
prospect. The productive power of the country has been in- 
creased by at least 50 per cent. over 1913 in consequence of the 
war. 


Indian Journal of Economics. 


DECEMBER, 1918. The Indian Income-taz. S. M. Pacar. The Art 
of Economic Development. VI. H. Srantey JEvons. Prof. 
Jevons continues his original reflections on the “‘ maximation of 
happiness’’ as the aim of social action, and other philosophic 
themes. Co-operation. NANatAL C. Menta. Personal observa- 
tions have made the writer doubtful about the success of the 
movement in India. Anomalies in the Currency of Hongkong. 
W. J. Hinton. 


Quarterly Journal of Economics (Cambridge, Mass.). 


Fesruary, 1919. Price-Fizing as Seen by a Price-Fixer. F. W. 
Taussig. The tendencies called ‘‘ economic laws ’’ were some- 
what restrained. Thus prices of food and fuel were prevented 
from rising and from fluctuating as much as they would have 
done without regulation. The Burden of War and Future 
Generations. A. C. Picovu. A direct objective burden is imposed 
on the future by the deterioration of capital and other less 
obvious incidents of war, but not by the payment of interest 
on an internal war loan, or the repayment of the loan by a 
sinking fund. A subjective burden is caused by a loan when, 
as usually, the interest paid to the rich is largely raised from 
the poor. A present levy has the further advantage that taxes 
levied in war-time, not being expected to continue, react less 
strongly upon production. Wage Theory and Theories. H. S. 
Davenport. The Tazation of Luxuries and the Rate of Interest. 
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A. F. McGoun. The diversion of labour to the production of 
capital would tend to lower interest. War Labor Policies and 
their Outcome in Peace. L. B. Wente. Four Labor Pro- 
grammes. T. N. Carver. I. The “‘ balancing-up programme ”’ 
consists in increasing the quantities of commodities—especially 
factors of production—so that there should be less inequality 
between their marginal utilities, and accordingly in their 
remunerations, in a régime of perfect competition. For instance, 
men might be encouraged to save as they now are to work. 
II. ‘‘ Collective bargaining’’ has attractions for those who as 
individuals are superfluous, but as a class are indispensable— 
e.g. ditch-diggers. III. The voting programme is chosen by 
those who, owing to their numbers, are weak in bargaining, but 
strong in voting. IV. Where the numerical strength is over- 
whelming, the “‘ fighting programme ’’ may be expected. 


The American Economic Review (Cambridge, Mass.). 


Marcu, 1919. The Procedure of Contemporary Railroad Re- 
organisation. A. S. Dewinc. The War-Tax Paradox. H. 8. 
Davenport. Mill was not far wrong when he taught that a 
great part of the burden of war fell on labourers both during 
and after the war. Price-Fixing in a Competitive Industry. 
L. H. Haney. The fixings in the case of the print paper manu- 
facturing industry are criticised. The Federal Farm Loan 
System. G. E. Putnam. Labor Turnover. G. J. EBERLE. 


Political Science Quarterly (New York). 


DEcEMBER, 1918. The Public Finance of Santo Domingo. F. R. 
FarrcHitp. Limitations of the Ricardian Theory of Rent. II. 
W. R. Camp. 


Journal of Political Economy (Chicago). 


Fepruary, 1919. Food Control and Price-Fixing in Revolutionary 
France. I. H. E. Bourne. Industrial Combination and the 
Standardisation of Production. Homer Hoyt. Nature and 
Computation of Labor Turnover. Boris Emmet. A study on 
maintaining productive output. 

Marcu. Labor Administration in the Shipbuilding Industry during 
War-Time. I. P. H. Dovetas and F. HE. Wotre. Food 
Control and Price-Fizing in Revolutionary France. Il. H. E. 
Bourne. 

Aprit. The Industrial Outlook. H. L. Resp. Not a cheerful 
prospect. The War Housing Programme and its Future. 
Curtice W. Hircucocx. Reconstruction and Natural Resources. 
RAPHAEL ZON. 


American Academy of Political Science (Philadelphia). 


January, 1919. This number deals with a Reconstruction Labor 
Policy. Samus Gompertz deals with Labor Standards after 
the War. Wages for women workers equal to those of men 
are earnestly claimed by Mary ANDERSON; and there are more 
than a score of other interesting articles. 


No. 114—vole xxIx s 
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The Review of Economic Statistics (Cambridge, Mass.). 


January, 1919. The first number of a review published by the 


Harvard University Committee of Economic Research. The 
Chairman of the Committee, to whom communications should 
be addressed, is Prof. Charles Bullock. The annual subscrip- 
tion is $100. The magnitude of this price is explained by the 
sumptuous elaboration of the charts and tables. This pre- 
liminary volume consists chiefly of a study of statistical method 
applied to determine indices of business conditions by Pror. 
W. M. Persons. 


Journal des Economistes (Paris). 


Fepruary, 1919. L’Allemagne et la Conférence de la Paix Yves 


Guyot. Rapports des Commissions d’Enquéte Anglaises. A. 
RarFFaLovicH. Effets de la Guerre sur la vie Economique de 
Chili. G. SusBercaseaux. Les Progrés Economiques de la 
Gréce. A. ANDREADES. 


Aprit. La tyrannie Socialiste et le triomphe de Karl Marz. Yves 


Guyot. Examples of dangerous labour unrest are taken from 
the United States, Great Britain, and France. Réflexions 
d’un Economiste. A. RarraLovicn. On the situation of labour 
in England, and money in parts of the Continent. 


L’Economiste Francais (Paris). 


Marcu—Aprit, 1919. M. Edouard Payen continues his instructive 


studies of particular commodities. Rubber (Marcu 15th) is one 
of the few articles that have not risen in price since the out- 
break of the war, owing largely to the provision for production 
that had been previously made. There has been immense in- 
crease in the use of the article for boots (suited, perhaps, for 
trench work). There is anticipated a continued increase in pro- 
duction matched by increase of demand—that of Central Europe 
in particular. Silver (Aprit 5) has almost doubled its price 
during the war from 25°3 pence per oz. in 1914 to 47°5 in 1918, 
the demand for cash payments coinciding with a rise in general 
prices. Jute (Aprin 26) is one of the very few commodities 
of which the production is confined to a single region (India). 
Seven-eighths of the manufacture was enjoyed by Dundee sixty 
years ago, but in 1914 only one-eighth, half of the total crop 
(10, 000,000 bales) being worked up in India. The article was 
in great demand during the war for sandbags and as a defence 
against bombardment “from the air. M. Arthur Raffalovich 
denounces (Aprit 19) the monetary enormities of the Bol- 
shevists. 


Revue d’Economie Politique (Paris). 


JANUARY—FEBRUARY, 1919. La théorie économique des dépenses de 
la guerre. B. Cuuapner. How can a nation whose yearly 
income is but little above £2,000,000,000 spend some 
£8,000,000,000 on the war in four years? How can the belli- 
gerents have spent some £36,000,000,000? An answer is given 
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to these questions. Le rouble pendant la guerre. Boris 
EuiacHerr. The fall and the oscillations in the value of the 
rouble are recorded and explained. Les étrangers en Suisse. 
L. HErscu. 
































Jahrbiicher fiir National-Okonomie und Statistik (Jena). 


JANUARY, 1919. Goldwahrung oder Goldkernwaéhrung. Otto Heyy. 
In continuation of a controversy with Prof. Diehl as to whether 
the best monetary standard would be gold or such a standard as 
Germany now has and Austria had. 

Fesruary. Der Betriebsverlust als Minderwert. W.H. Epwarps. 
Das bevolkerungstatistische Grundproblem. E. Harmia. The 
theory of means applied to vital statistics. Zur Frage der 
‘*Dumping.’’ Cron-WoLFGANG. 


Schmoller’s Jahrbuch (Ueipsic). 


No. I. 1919. Die Wechselwirkung zwischen wirtschaftlicher und 
Bevolkerungsentfaltung nach Malthus. Karu ScuTeMann. Die 
Ernahrungslage in Deutschland zu Beginn der funfter Kriegs- 
jahres. Kart Tuiers. The power of Germany to feed herself 
is estimated more hopefully in a lecture given in September, 
1918, than in an addendum dated January, 1919. Among the 
causes assigned for this difference are the cessation of supplies 
exacted from conquered territories and of work from prisoners 
of war. 


Giornale degli Economisti (Rome). 


Fesruary, 1919. L’imposte sulla ricchezza dopo la guerra. B. 
GrizioTT1. Various plans for increasing the contribution of the 
richer classes are considered. La nozione dei cosidetti 
** bisogni publici.’’ EK. Lowint. 

Marcu. Problemi economi dell’ Italia alla Conferenza. A. CaBIatI. 
The unification of fiscal fronts and other current proposals are 
criticised ; the Cobden Club is praised. L’impiego delle machine 
in agricultura. E. MARENGHI. 

Aprit. La situazione economica. L. Amoroso. The situation is 
bad, largely owing to the mismanagement of the (Italian) 
Government. The increase of paper money after the armistice 
: was especially indefensible. It will not increase real wages. 
{ Il censimento dei profughi di guerra. V. Castritui. On esti- 
mates of the number of fugitives from Venetia and neighbouring 

regions during the recent invasion. Il vizio organico della pro- 
prieta territoriale in Sardegna. M. Vinetui. The evil of ‘‘ mor- 
cellement ’’ is crying. 


La Riforma Sociale (Turin). 


JANUARY—-FEBRUARY, 1919. La terra ai contadini, la terra agli im- 
piegati. G. Prato. Nuovi stelloncini critici, Acui~ie Loria. 
The arrows of criticism fly right and left, aimed at now a Walras, 
now a Pantaleoni. Even J. S. Mill is not spared. Condizioni 

operaie in Germania durante la guerra mondiale. R. MIcHELs. 
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NEW BOOKS. 
English. 


Anonymous. Mr. Hughes. A Study. London: Fisher Unwin. 
1918. Pp. 196. 6s. 

[A bitter denunciation of the Australian Premier’s tariff policy and the way 
in which it is advocated.] 

Arnott (R. Pace). Facts from the Coal Commission. With a 
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